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THE DETERMINANTS OF WAGE STRUCTURE ? 
I 


‘RECENT work on wages has been on the one hand very microscopic, 
on the other hand highly aggregative in character’; and, there has 
been ‘a tendency to lose sight of that intermediate level of analysis 
which classical and neo-classical economists . . . regarded as the proper 
province of wage theory.’ These are the phrases which Reynolds 
and Taft use to introduce their thoughts on wage structure in a book ” 
which does much to redeem the neglect from which this topic has 
suffered. By aggregative discussion they are of course meaning Key- 
nesian theories of the money wage level. Their other ‘ microscopic’ 
category refers to the detailed study of such matters as the way in 
which plant wage patterns are determined, or the forces conditioning 
the working of payment by results schemes in particular plants. 
British economists tend to be much less familiar with this latter ap- 
proach, since, while such ‘microscopic’ studies are available on 
American material, they are certainly not usual here. 

The inference of the position taken up by Reynolds and Taft is 
that wage structure problems lie between the aggregative and the 
microscopic at the ‘intermediate level of analysis.’ Not surprisingly, 
they go on to imply, rather than state, that ‘wage structure’ is a 
compound or pattern of differentials for groups or categories of 
workers each distinguished or typified by some characteristic which 
sets them apart. Such differentials, though aggregated from possibly 
diverse individual payments, set the form of the wage structure, and 
typically provide occupational, regional, inter-plant, inter-industry, 


1 This article is based on a paper which was read to the Economics Society 
of King’s College, Newcastle in November, 1958. : 
2 Lloyd G. Reynolds and Cynthia H. Taft, The Evolution of Wage Structure 
(Yale University Press, 1956). The quotations are both from page 1 
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age, and sex patterns of wages. It is probably better, however, to 
merge the intermediate and microscopic pictures in discussing wage 
structure, and to describe a wage structure as a pattern of wage pay- 
ments reflecting differences in the types or the circumstances of workers, 
either individually or collectively, coming into, or forming part of, the 
labour market or any given section of the labour market. We will 
generally observe such a pattern most readily if we stand some dis- 
tance back and look, not microscopically at the details of individual 
variations, but rather at the aggregate patterns which produce clear 
differentials; but it need not necessarily follow that all other levels 
of inspection of wage patterns are irrelevant to issues of wage struc- 
ture. For example, while some ‘ microscopic’ study of the techni- 
calities of wage payment methods may be allocated to the production 
engineer or management consultant* and has little relevance to wage 
structure discussion, differential wage patterns between and within 
firms or plants, and between individuals, can be created by payment 
methods and are highly relevant to wage structure discussions. It 
must in fairness be admitted that Reynolds and Taft include personal 
differentials in their list, but their thoughts on wage structure are 
clearly directed at a more general level. The distinction between the 
view set out here and that adopted by Reynolds and Taft is there- 
fore essentially one of emphasis only; but differences in emphasis are 
relevant in this connection since, while it is usually convenient to talk 
in terms of broad differentials between large groups, we must always 
have in mind that these differentials are themselves aggregates of other 
smaller differentials which can go down to the individual level and 
which have their own explanations and origins. 

Between the early 1930s and the 1950s very little discussion of 
wage structure appeared in Britain. There can be no doubt that one 
major cause of this neglect was simply that attention was directed 
elsewhere; but this is not a sufficient explanation. The older econo- 
mists did not consciously set aside a portion of their work on wages 
and label it ‘wage structure’: we have therefore probably been 
neglecting wage structure problems in part because we have only now 
begun to realise that this is a special field of study. When economists 
of Marshall’s generation discussed wages they used the same intel- 
lectual frame of reference to describe the process of determination of 
the individual’s wage, that of the group or type of labour to which 
he belonged, and also the long run determination of the general wage 
level in the community as a whole. Such men were well aware 

* Though I would be reluctant to allocate as much responsibility in this 


field to technicians and away from economists as has customarily been given 
to them in recent years. 
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of the limitations of this approach both from social considerations 
such as immobility of labour and from the institutional presence of 
trade unions, but they also greatly valued the clarity of thought which 
a unified theory gave them, even though they had later to add qualifi- 
cations. In such a theoretical setting, discussion of broad differential 
wage levels was just a special aspect which could be treated by the 
usual approaches. The disintegration of the most general level of 
this theory under Keynesian attacks on its assumption that un- 
employment is always in some way ‘voluntary,’ seemed to awaken 
all the doubts, that lay dormant in footnotes and qualifications, about 
the accuracy of the analysis of relative wages also: economists 
generally lost faith and interest in earlier explanations of the deter- 
mination of relative wages, and the institutionalists were thus set 
free to pursue explanations based on purely trade union studies. 
Now, when interest in relative wages has recurred among economists, 
it has taken the form, not of simple repetition of older theoretical pre- 
scriptions, but of self-conscious concern with the determinants of 
wage structure, which has thus taken on the air of a new subject. Two 
obligations ought, however, now to be assumed by students of wage 
structure. First, as would be generally agreed, we can no longer 
seek our explanations on a purely competitive hypothesis in economic 
terms: the passage of events and the growth of qualifications both 
lead us to consider social and institutional along with economic 
determinants. Secondly, in my view at least, we have to consider 
wage structure both at the broad industrial or occupational level and 
at the more individual level of the single plant or the small group of 
workpeople. 


II 

Long run. theories 

It is not possible to rely solely on any one type of explanation of 
relative wages; but, even if we agree that economic, social and insti- 
tutional forces each have importance, we have still to choose the one 
which has the most general character and use it as a unifying agent 
for the whole complex of explanations. In my view only the econo- 
mic approach is sufficiently comprehensive for this task. The formula 
with which economists would probably agree most readily would be 
something to the effect that from the point of view of demand marginal 
productivity is the chief factor in settling relative wage patterns, but 
that the result of the bargain between labour of a given type and em- 
ployers is modified from the point of view of supply by, within limits, 
trade union activity and institutional processes generally, and by 
socially motivated immobilities. I think this is an unexceptionable 
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statement of the position, provided we define and explain it, and 
especially its qualifications, with some care. Most importantly, we 
should recognise that the whole explanation is very long run in its 
application. The long run forces must now be looked at. 

We assume in making marginal productivity the criterion for 
alterations in the pattern of demand for labour that we are dealing 
with rational employers who will adjust their production methods to 
take account of changes in the pattern of labour cost. This seems a 
sensible assumption since one of an employer’s main jobs is to build 
up his production in the most economical way, at lowest costs. But 
employers cannot readily, or immediately, change their production 
methods or the technology of their industry. Thus if we are looking 
at large aggregates such as skilled workers as against unskilled, varia- 
tions in the pattern of labour demand cannot in the short period be 
easily achieved by production changes, both employers and workers 
being to some extent controlled by technology. At least as far as 
differentials based on labour types, such as occupational or sex dif 
ferentials, are concerned, the forces that influence demand are 
probably therefore long run. Short period deviations in relative wages 
from the trend to long run demand positions seem possible. The 
same is true of industrial and regional differentials: on the whole, 
industries and regions decline or prosper at a fairly slow rate though 
particular plants may move one way or the other with much more 
rapidity. In other words, from the demand side variations in relative 
wage levels probably do not much affect short period decisions if these 
are taken in aggregate, nor is the aggregate of short period action on 
demand for different types of labour likely to be a powerful deter- 
minant of relative wage changes. On the other hand long period 


demand forces are likely to provoke changes in relative demand 
patterns. 


It is frequently asserted that the concept of a supply price for 
labour, which will bring workers into the labour market who would 
otherwise remain outside, is to a large extent unrealistic since 
most people are not able to choose between work and leisure in 
this way. The idea of supply prices which determine movement 
between different sections of the labour force is less subject to this 
doubt, but the forces that alter the pattern of labour supply, or hinder 
its alteration, are quite largely social. The economic pressures are 
also there in the shape of existing or prospective patterns of relative 
wages which influence marginal decisions, but in the background are 
powerful social factors. These, like the determinants of demand, 
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take a long time to operate and so create inelasticity of supply ad- 
justments in the short period. It is worth itemising some of them. 

(1) Workers have homes, home towns and home countries and 
remain obstinately attached to them even when there is greater need 
for their services elsewhere. This has obvious implications in cutting 
down regional mobility and so perpetuating regional differentials. It 
is also important however, in settling occupational and industrial 
differences, because industries and occupations are unevenly distri- 
buted between regions. 

(2) Social barriers are nowadays capable of being breached: though 
the plough-boy to President example may not be very usual, education 
and lessening social distinction have made less spectacular jumps 
quite usual. But, while the theory of non-competing groups cannot 
nowadays be applied with full rigour, nevertheless, social jumps are 
difficult. Again supply changes are inelastic, or slow. 

(3) We can trace out the uncertainty of social jumps most clearly 
if we consider the way in which young people enter the labour 
market.* There can be no doubt that the most marked influence is 
that of friends and relations—their own social background. People 
tend to enter the labour market under the guidance of a group who 
are limited by their own social experience, and they first go to work 
in their own home area. Moreover, the information they receive, 
apart from being probably inaccurate, is almost sure to be back- 
dated, since the reputations of jobs are built up over a period of years 
and are slow to alter. Recruitment may continue even though the 
differential attraction is narrowing. 

(4) People who are in an occupation to which they have devoted a 
proportion of their lives, carry in themselves an amount of * personal 
capital’ based on their occupation, which, more likely than not, also 
means their industry. Thus the existing labour force has a pre-dispo- 
sition against change, which again argues inelasticity of supply in 
response to relative wage changes. 

(5) In the case of occupational differentials, the acceptability of any 
given differential reward to skill is in large part conditioned by what 
society suggests as the status in the community which that level of 
skill should enjoy, and hence the income necessary to that level of 
skill. Status is socially conditioned, and capable of social alteration, 
so that alterations to the income of skilled groups, provided the new 
status pattern which their new income permits is compatible with 


4Cf. T. Ferguson and J. Cunnison, The Young Wage Earner, (Oxford 
University Press, 1951). 
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their professional standing in a changing society, may not be accom- 
panied by a greatly altered supply of recruits. This factor scales 
down reactions to changes in wage structure which adversely affect 
the more skilled groups. 

(6) A possible and important consequence of an alteration in the 
price of one category of labour relative to another is the occurrence 
of a social process of downgrading or upgrading the type of labour 
itself and its representatives. This process may in the long run quite 
change the category of labour. 

All these factors emphasise the long term nature of the operation 
of the economic processes by which a change in relative wages is 
reflected in the supply and demand for any given type of labour, while 
the chief sphere of influence of social forces (and of social theories) 
on wage structure lies in their effect on the long run determination of 
the volume of labour supply to different sections of the labour market. 


I 
Short run theories 

When we turn to short period theories we immediately tend to think 
of trade unions and their influence. It is still possible to argue 
strongly that the most appropriate theory to apply to the possibilities 
of trade union action in altering relative wages is the old familiar 
‘limit’ theory. It was expressed in terms of the limitations to the 
powers of institutional processes, especially of the trade unions, created 
by economic checks of which the two main elements on the demand 
side were elasticity of demand for the final product and elasticity of 
substitution of alternative factors of production, while limits from the 
supply side should include those arising from alterations in the status 
and quality of the labour force. But, while these seem to be the 
correct limits to cite as controlling the freedom of institutional pro- 
cesses to alter relative wages, again they work in the long run. The 
essentially long run nature of the economic and social determinants 
of relative wages gives scope for short run variations in the wage 
structure achieved by institutional action. 

Various purely institutional theories of relative wage determination 
are therefore probably the most useful short run explanations of the 
wage fixing process, and so of the pattern of relative wages. Of such 
theories I tend to prefer those associated with Professor A. M. Ross.® 
His point is essentially that we will understand what trade unions will 
work for and fight for in wage change if—and I am paraphrasing very 


vie M. Ross, Trade Union Wage Policy (University of California Press, 
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freely here—we understand the complex ‘ personalities’ of the union 
itself, its members, and its leaders, and the conflicts between these 
differing concepts of union power. In many ways he is enunciating 
a * political’ theory. H. A. Turner * makes a useful point of a similar 
type when he tells us to look at the structure of the union to find 
which groups are most influential: he suggests that the wage structure 
will reflect this disposition of power and influence within the unions. 
Explanations which deal with trade union activities only are of course 
a bit one-sided since they say nothing of employers’ attitudes; but 
unfortunately we have little knowledge to offer here since many wages 
are settled by employers’ associations rather than individual em- 
ployers, and these are secretive bodies of which we know little. 

Another possibly fruitful line of thought is to consider the logic of 
the wage-fixing institutions themselves. The major attitude which is 
inculcated by collective bargaining is that of compromise. This is 
implicit in the process of bargaining itself, which naturally infers 
and requires some give and take. It is also implicit in the process 
of arbitration. It seems therefore to be logical to suggest that one 
consequence of institutional action on wages will be to cause sectional 
interests to compromise with the main body and so create a tendency for 
differential payments to decline. This same tendency probably results 
from another characteristic feature of institutional wage settlement 
namely that the arguments and atmosphere at such proceedings have a 
social as well as aneconomic flavour. Institutional wage settlement is a 
collective process: each worker, and probably also each employer, 
is divorced from his own particular economic circumstances. When 
people talk at a general level there is great scope for social general- 
ising which in recent years at least has probably favoured uniformiy 
more than diversity. 


IV 


National and local: rates and earnings 

The tendency of trade unions and institutional processes to affect 
the wage structure in the short period and to divert it from its long 
run trends may thus be described in terms of quasi-political explana- 
tions. The extent to which institutional processes achieve such 
diversions varies according to two types of wage situation, where 
wage rates settled at the national level are not customarily supple- 
mented by extra earnings, and where earnings patterns distinct from 
the rates pattern can be distinguished. In most industries nowadays 
there is a collective bargaining procedure which results in the deter- 


6H. A. Turner. ‘Trade Unions, Differentials, and the Levelling of Wages,’ 
Manchester School, September, 1952. 
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mination of wage rates for all those engaged in the industry. But 
the type of wage rates (or salaries) fixed can differ from case to case. 
Sometimes, and this is especially true of salaries, where these are 
formally negotiated and set out, the rates of payment laid down in 
the course of national negotiations are actually adhered to in practice. 
In other industries only minimum rates are negotiated and it is ex- 
pected that these will be subject to supplementation by individual 
employers; while, in some cases, the rates negotiated will be designated 
as standard rates, but will nevertheless be customarily supplemented 
within the industry, either because they are clearly inadequate to meet 
the wage levels customarily paid outside the industry, or because the 
agreements setting out the standard rates do not specify all occupa- 
tional grades in sufficient detail. In these latter cases it is possible 
to look at wage structure either in terms of nationally negotiated wage 
rates or in terms of earnings.’ 


(a) Rates unsupplemented by earnings 

When the wage rates structure is unsupplemented, while we get the 
greatest clarity about relative payment levels we may also expect to 
see the greatest signs of strain, since there is no buffer and no flexi- 
bility between institutional action and long term social and economic 
forces, except time and imperfections. It is difficult, however, to think 
of any good examples where an unsupplemented wage rate has been 
pushed too high by trade union action and has brought into operation 
on a national scale the limits of elasticity of demand for the final 
product, or of substitution of factors. Indeed long run economic 
forces unaided by trade union action have probably been much more 
important in pricing various types of labour out of the market: the 
growth in our standard of living which has been so largely due to 
the productive power of capital has been associated with substantial 
declines in the demand for labour in those types of occupations that, 
since they cannot be much aided by capital, provide services which 
have become relatively very expensive (domestic service and ‘hand 
made’ trades offer the best examples). Several points can be made 
in explanation of the lack of evidence of wage rate differentials 
created by trade unions which have priced a grade of labour out of 
the market. 

(1) For any type of labour to be able to get into a position of 
having a wage rate established nationally which is clearly above what 
can be economically maintained, we have to assume extremely similar 
circumstances affecting all employers. Now national negotiation 

7 The term earnings is used here to refer to the total payment of workers 


including additional payments as well as wage rates, whether the additional 
payments are of a relatively permanent character or not. 
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generally involves negotiation with an industry and it is rare to find 
an industry which is confined to plants which are so identical in their 
labour or capital requirements, or their product demand, that they 
will all react the same way Thus a marked and identical reaction 
is unlikely. 

(2) Further we have probably to assume strong internal cohesion 
in the labour group in question. One factor typically divides occupa- 
tions, namely that they usually occur in several industries. 


(3) The social atmosphere of organised trade unionism and 
organised negotiations in the twentieth century has generally favoured 
equality. Thus the stresses of occupational differentials, if they have 
been excessive, are more likely to have been moderated by institu- 
tional action than the reverse. The kind of semi-automatic nature 
of the increases given to most of the applicants in an annual wage 
round again favours similarity of labour reward rather than diversity 
(though for a different set of reasons). On the other hand the notion 
of uniformity has probably been responsible for strains when applied 
regionally. Thus, for example, though it would be difficult to quan- 
tify or prove this, the difficulties of firms in the less prosperous regions 
of our economy and their ability to employ labour have probably been 
considerably influenced by their obligation to pay standard national 
rates. 

(4) It seems probable that we can find no ready historical example 
of the limits operating against an occupation which has pushed its 
claims too far by way of time rate increases, since the historical cases 
probably arose rather through the agency of tightly organised piece- 
work price lists worked out on an industrial basis. 

(5) Where, either historically or at the present time, skilled trades 
or professions have set themselves to raise their differential reward 
they have tended to do so not by pressure on the wage level directly 
but by restriction of entry into the occupation, thus creating shortage 
of supply and the possibility of a higher price. Of course, this policy 
can in the end lead to pricing the trade out of use, but in the first 
instance it is more likely to restrict its use and its supply and so 
permit a higher differential without evident strains. 

With these points in mind I am not therefore inclined to expect 
that the national rate structure, where it consists of unsupplemented 
rates, often comes up against the long term limits at the wider ex- 
tremes of differentials. In general the pattern of the national rate 
structure will tend to show insufficient and not too great differentials. 
This damps down the possibility of occupational or industrial strains, 
though because the lower paid are pulled up in the regional case, 
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regional difficulties are likely. At any rate it is easier to visualise 
consequences from the supply side of too low relative wage rates, 
or salaries. Here probably the most noticeable result is the social 
process which results in an occupation being downgraded to corres- 
pond with its relative payment. The trend in the status of the school 
teacher seems to me to be a good example here. And the character- 
istics of the supply of public transport employees probably afford 
another example. 

In other words as far as wage structures created by unsupplemented 
national wage rates are concerned, it seems reasonable to expect the 
long term consequences of too little, rather than too much, diversity 
to follow from institutional action. 


(b) Rates supplemented by earnings 

In many occupations and industries wage rates fixed nationally 
fall considerably short of the actual level of ‘take home pay’ which 
is supplemented by extra rate payments, by bonus payments, which 
may be regularly paid in practice, or may be actual marginal additions 
for extra output, or both, and by overtime payments, which may 
again be regular extras, or be irregularly created by the changing 
needs of output. It is probably necessary to distinguish between the 
national and local level here. A wage structure based on earnings 
can be constructed for any industry or any sector of the labour market 
at the national level by aggregating and averaging the earnings figures 
of individual places of employment. Of course this is an artificial 
creation in that it conceals variations in the patterns established in 
individual work places and the latter are the operative level; never- 
theless the very process of averaging shows up trends with greater 
clarity than we can achieve by studying earnings patterns at the actual 
place of work. We get from the movements of national earnings 
differentials an indication of long term trends in the wage structure 
as represented by earnings rather than wage rates. This ‘ national 
earnings structure’ can be a better indicator of the long term forces 
operating on relative wages than the wage rate structure.* Earnings 
are influenced by wage rate alterations but can move independently 
of them: thus, they can and will be influenced by alterations in the 
factors affecting supply and demand for different types of labour, and 
will, if taken on average, disclose long term trends. Indeed, and this 
is important, the customary presence of additional payments gives 
wage rates and institutional processes a degree of licence to stray, 
and makes them even less reliable indicators of long term trends in 
relative wages. 


® Unfortunately, in practice we are hampered by lack of adequate statistics. 
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Of course this argument involves assumptions about the constituents 
of earnings. It might be said that the extra payments, of additional 
rates or payment by results or overtime, are all for special charac- 
teristics or for extra work, and that to compound them and contrast 
the result with wage rates is not to compare like with like, since the 
earnings include elements of personal differentials and of ‘extra 
work ’ differentials. This is a question of degree, of whether we are 
talking of what is usual and customary or of truly additional pay- 
ments. Some parts of the total of earnings have to be taken out on 
account of their personal or extra character. It would be difficult 
to give any general estimate of how important this deduction is, 
though it can be determined in particular circumstances. I would 
however, maintain that it is legitimate to think of most of the total 
of earnings as analogous to wage rate payments, since it is usual, and 
it is customary policy in contemporary circumstances, to let everyone 
have some extra rate payments, to give a bonus percentage to all 
workers when a bonus exists, and to offer customary ‘ policy’ over- 
time in lieu of a rate increase. Incidentally this feature of earnings, 
whereby apparently extra payments are in fact regularly offered, is a 
principal cause of inadequate knowledge of the earnings pattern and 
also limits the social acceptability of earnings as differential payments. 


The operative level for the formation of patterns of relative earn- 
ings is the local level, patterns established in individual places of 
work. The earnings structure established locally will generally be 
at a higher level than the wage rate pattern which it complements. 
It may also set a different structure of relative wages, since the econo- 
mic and social pressures affecting individual employers and their em- 
ployees are different and this alters their labour markets and hence 
their relative wages. We can therefore expect to find such earnings 
patterns to be much more sensitive both to the long term and general 
forces which have been suggested as operating on relative wages and 
also to the more particular needs of individual employers. Thus we 
can expect and do find for example, that average earnings patterns 
established for regions in the economy show up the relative pros- 
perities of the regions and therefore the strength of their labour 
markets,’ while within each region relative earnings reflect the more 
particular circumstances of particular employers. Again, occupational 
earnings patterns can be seen to reflect special needs for different skills 
which are not always similarly reflected in wage rate patterns, while 
each employer’s pattern may differ for further special reasons. It is of 


Thus Scottish earnings figures in recent years have consistently been 
below the average for Great Britain. 
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course possible to argue that this divergence between national wage 
rate and earnings patterns is due to inadequate documentation and 
the complexity of the provisions of national wage rate agreements. Or it 
can be thought of as an inevitable consequence of real differences 
arising in the multiplicity of factory wage patterns. I favour the latter 
explanation. 

It will be apparent that I tend at this level to discount institutional 
action to a considerable degree. Institutional action, or analysis of 
institutional behaviour, is not irrelevant here however. The somewhat 
large changes in institutional action on relative wages which have 
occurred in post-war years, and have resulted in narrowing skill, sex 
and regional differentials for example, have undoubtedly made their 
mark on local earnings patterns, and further alterations would un- 
doubtedly also do so. In part these institutional alterations have 
been justified by long term trends; in part they have been 
absorbed into the system by alterations on the part of labour 
in its subjective estimation of the social acceptability of a given dif- 
ferential: in part they have been accompanied by alterations in rela- 
tive earnings which have gone some way back towards the old relative 
pattern. Local earnings patterns can of course also be influenced 
directly by institutional action, though at this level such action is 
not usually an initial determinant but a protest: local wage deter- 
minations may result in a dispute and in protests, or protest action, 
by trade unions via shop stewards, or may cause intervention and 
compromise by arbitration bodies. Another important, though some- 
what paradoxical effect, of the presence of known and formally de- 
termined wage rate patterns is to obscure the ways in which earnings 
patterns diverge from the level of wage rates and the wage rate pat- 
tern, and so prevent earnings patterns from exercising their full force 
on the labour market. It is in any event generally, and unfortunately, 
true that the pulling power of earnings is obscured, not only by the 
facade of a different wage rates structure, but also by a general lack 
of knowledge of informal payments arrangements, and so of 
opportunities. 


Vv 

Conclusion 

The developing importance of macro-economics in the thirties 
brought about a tendency for economists to neglect wage structure 
problems while recent revival of interest has come up against a con- 
siderable increase in our knowledge of, and interest in, social and 
institutional theories, and we can no longer work on economic hypo- 
theses only. Nevertheless in long run discussions of relative wage 
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problems economic forces continue to be the most important factors, 
though social forces are specially important in determining the pattern 
of labour supply. The long run nature of economic influences, how- 
ever, allows considerable scope for institutional adjustments in the 
short period, and here we have to rely on our institutional knowledge 
and on quasi-political explanations. The possibility of conflict be- 
tween long run trends and short period institutional actions is specially 
likely where institutionally determined wage rates are fixed for a whole 
industry and are not supplemented by extra earnings. On the whole 
however institutional forces have worked to narrow differentials and 
so have not normally created strains through excess supply of types 
of labour; but social adjustments have modified the effect of narrowed 
differentials since changes in status and in relative reward have a 
tendency, not always to the benefit of the economy, to alter the 
quality of the type of labour supplied. Where earnings above rates 
are available the increase in flexibility thereby obtained has the effect 
of obscuring contrasts between long term and short term pressures 
since earnings patterns conform much more than wage rate patterns 
to economic pressures, though they are limited in doing so by ob- 
scurity in the relation between rate and earnings and in the 
composition of earnings themselves. 


D. J. ROBERTSON. 
University of Glasgow. 


THE FORESTRY COMMISSION AND THE USE 
OF HILL LAND: 


THE GOVERNMENT’S PLANNING APPROACH CONSIDERED 1 


RESOURCES are rarely, if ever, allocated to alternative uses on 
economic grounds alone, especially if the matter is the concern of the 
Government. Economic, strategic, social and in the case of land, 
ecological factors all influence the decision. How far economic con- 
siderations should influence resource allocation within an economy 
is always a matter of debate and yet it is most important that the 
Government and the nation should know how resources would be 
allocated if economic criteria only were applied. If this exercise were 
always carried out before the Government made important decisions, 
how different would the pattern of resource allocation be? Can we 
be sure that, if the cost of certain policies now in existence were 
known, the Government would not take immediate steps to revise 
those policies and change the allocation of resources so that greater 
weight was given to the economic criteria? The allocation of land to 
alternative uses in Great Britain has, in recent years, become so 
charged with prejudice and emotion and become so politically and 
socially involved that it seems as if economic criteria have little in- 
fluence. An example of this is found in the position of the Forestry 
Commission which, to fulfil the programme of work allotted to it by 
the Government in 1946, must transfer 3 million acres of rough 
grazing and hill land (to which it is limited by statute) from its 
present use which is largely sheep rearing, to forestry. For various 
reasons? the land for which the Commission competes is not allo- 
cated to forestry or agriculture through the price mechanism but its 
use is planned by the Ministry of Agriculture in England and Wales 
and by the Secretary of State’s Department in Scotland. The question 


1 This article summarises the main conclusions of an unpublished D.Phil. 
thesis submitted to Oxford University, the research for which was made pos- 
sible by a grant from the Ministry of Agriculture, Fisheries and Food. I 
should like to acknowledge a special debt to J. J. MacGregor, Colin Clark and 
K. J. W. Alexander for their helpful suggestions and criticisms during the 
time when the research for this article was carried out. ; 

2 The main reason was that in view of the limited supply of land in Great 
Britain and the need to secure maximum food production from the hills, the 
competition for land should not be left to market forces. For the arguments 
in favour of control over hill land use by a single authority see Report of 
the Committee on Hill Sheep Farming in Scotland (Cmd. 6494, Department of 
Agriculture for Scotland, 1944) and Report of the Committee on Hill Sheep 
Farming in England and Wales (Cmd. 6498, Ministry of Agriculture and 
Fisheries, Agricultural Improvement Council for England and Wales, 1944). ° 
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to be asked is: how far do decisions made by the Ministers concern- 
ing the use of land for forestry or for agriculture conflict with those 
which would be made if economic criteria alone were to be applied?* 
An attempt will be made to answer this question in the present 
article, which has three main aims. 


1. To discuss briefly the actual method used by the Government 
to reconcile, ‘in the national interest’, the competing demands 
for land by the Forestry Commission and the relevant section 
of the agricultural industry and to examine the pattern of land 
allocation which has emerged. 


2. By contrast, to consider the purely economic criteria which are 
applicable to this kind of case and to present statistical evidence 
indicating the broad pattern of land allocation between forestry 
and agriculture which would be made if such economic criteria 
alone were applied. 


3. To compare the supply of land for the Forestry Commission 
under the present method of land planning with that which 
would be forthcoming as a result of the application of the 
economic principles, and to suggest how far the Government’s 
planning approach and the economic method might be co- 
ordinated more closely. In other words, how far can administra- 
tive expedients be adapted to take account of economic findings, 
without the Government losing sight of the non-economic issues 
which must be taken into account? 


I 


Since the end of the war there has been a considerable intensifica- 
tion of the competition for hill land between each industry as each 
has attempted to extend its activity. In contrast to the inter-war years,* 
however, this competition has not been resolved through the price 
mechanism but the division of land has been planned ‘in the national 
interest’ by the Minister of Agriculture in England and Wales and 
the Secretary of State for Scotland, as laid down by the Forestry Act, 
1945.5 What criteria have been applied by the Ministers during the 


3 That is, if economic criteria were applied to decide between the claims 
of the two competitors. In other words we shall not consider the question of 
whether it is economically sound to use the hill lands in Great Britain for 
either or any use. : 

4 The Commission was virtually a free agent in the land market, possessing 
compulsory purchase powers. The only limitations were (a) the Commission 
could not pay more than £4 per acre without the Treasury’s permission, and 
(b) it was not allowed to plant arable or potentially arable land. 

58 and 9 Geo. VI, c. 35. Under the Act proposed acquisitions by the 
Forestry Commission were in future to be agreed by the Minister before they 
could be made. 
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first decade of the Commission’s post-war programme of work, 1947- 
1956, when it has attempted to plant 900,000 acres and to acquire 
1,850,000 acres of land, as part of the 50 year plan to afforest 3 million 
acres?® Secondly, what pattern of land allocation between forestry 
and agriculture has emerged as a result of the planning approach and 
what appears to be the long run outlook for the Forestry Commission’s 
supply of land under the present method of allocation? 

First of all, what is the planning method? After discussing this 
question with many officials who plan the division between the Com- 
mission and hill farm industry, it is still very difficult to answer this 
important question. The method can only be described as ‘ intuitive ’. 
Few principles are discernible, except what we may term those of 
‘least sacrifice’ and ‘maximum benefit’ for agriculture. In other 
words, it appears to be in the national interest to transfer land from 
agriculture to forestry provided that the existing pattern of agriculture 
is not dislocated and that the forestry scheme can provide certain ad- 
vantages for agriculture. The only specific criterion which seems to be 
applied by planners in some areas is the somewhat bewildering 
criterion of the number of ‘ewes’ per acre. Thus if the land re- 
quired by the Forestry Commission is found to carry less than a cer- 
tain number of ewes per acre (the required number of ewes appears to 
vary considerably according to the area and the person making the 
judgement) it is deemed to be poor enough to be transferred to the 
Commission. It is apparent, too, that the politics of the relevant 
Departments affect the supply of land for the Forestry Commission. 
The Departments of Agriculture ‘ oppose the Forestry Commission’s 
request on principle’ (I quote here from a senior official). They 
realise, however, that the Commission has a programme to fulfil and 
that they are, in the last resort, responsible to the Government for 
ensuring that this programme is carried out in so far as the land 
supply is adequate. In practice, therefore, the Departments of Agri- 
culture refuse applications by the Commission to acquire a large area 
of land as long as possible but in the end they may have to grant 
permission. Having allowed the acquisition, however, the Depart- 
ments then consider that they are in a strong position to refuse the 
Commission further permission for a very long time. It is noteworthy 
that the onus is on the Commission to show why it should be allowed 
to acquire the land, whereas the agricultural industry is not required 


®See Post-War Forest Policy (Cmd. 6447, a Report by H.M. Forestry 
Commissioners, H.M.S.O, 1944), p. 83. This was the ‘desirable programme’ 
adopted by the Government in 1946. 
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to produce evidence to show the desirability of retaining it under 
farming. The allocation of land to the Forestry Commission has 
certainly not been guided by the aim to ensure the Commission’s 
profitability. Much more attention has been paid to the Commission’s 
role as a social stabiliser, as a buffer against rural depopulation.’ 

What, then, has been the experience of the Forestry Commission 
1947-1956, in its attempt to acquire 1-85 million acres of land? By 
the end of 1956 only 527,884 acres, or 28 per cent. of the target, 
had been acquired, while 547,532 acres (61 per cent. of the target) ® 
had been planted. In view of the fall in plantable reserves of land 
the planting rate was reduced in 1955 and 1956, in order to avoid 
widespread dislocation in the flow of operations.* More serious, 
however, the land made available for forestry has been the very 
poorest of the agricultural industry, valued on average at less than £5 
per acre,’° situated in the most outlying areas of Great Britain on 
steep land and in very small blocks. 

Some attempts were made by the Ministers, especially in the earlier 
years of the decade, to create large forest units ‘1 in certain areas with 
the aid of compulsory purchase powers but in at least two out- 
standing instances the plans, as such, were never put into operation 
because of the local opposition to the Forestry Commission from the 
farming community and secondly because of the failure of the Com- 
mission to offer a high enough price per acre for the land. The first 
of these ‘ test’ cases involved an area in the Towy Valley of Central 
Wales, where it was planned to afforest 16,000 acres as part of a large 
scale development programme. After a public inquiry lasting several 
weeks, which gave ample evidence of the uselessness of the Com- 
mission’s so-called compulsory purchase powers and of the great 
difficulty of planning changes in land use when a peasant agriculture 


7 This has received an extraordinary amount of emphasis in almost every 
post-war Government publication or speech on the problems of the outlying 
areas of Great Britain. i 

8 From figures in the Annual Report of the Forestry Commission for 1956, 
H.M.S.O. arth ; 

In some areas the Commission has already been obliged to reduce its 
labour force and the Economic Committee of the Trade Union Congress dis- 
cussed the problem with the Minister of Agriculture in autumn, 1958. The 
Unions claim that within two years the Commission has reduced the number 
of jobs offered by 2000 but the Commission claims that the reduction is 700. 

10 The Treasury’s limit on the price per acre payable by the Commission 
without its permission was increased after the war to £5, only £1 per acre 
more than the pre-war limit, in spite of the falling value of the pound and 
changes in land values (see Report from the Select Committee on Estimates: 
The Forestry Commission, H.M.S.O., 1949, para. 3273). There is evidence, 
however, that very recently the limit has not been so rigidly applied, and yet 
the average price paid has remained under £5 per acre. Ladakh 

11 The Forestry Commissioners desired to create forest ‘regions ’—on the 
North Tyne Valley, Northumberland, pattern. See Cmd. 6447, op. cit., paras. 


171-172. 
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is opposed to the changes, the plan was withdrawn. In the Minister’s 
words—‘. . . it is not expedient to proceed with the project ...’*’ 
The second case occurred during 1951 in Banffshire, where 20,000 
acres were to be afforested but, this time without a public enquiry, 
the plan as such was withdrawn. In both cases, however, the Com- 
mission has since acquired land through voluntary co-operation, at 
prices which have not been disclosed but which were, presumably, 
considerably higher than those originally offered. 

Controversies such as these, and the famous case of Crichel Down, 
virtually put an end to any hopes of planning hill land use with the 
aid of compulsory purchase. But in recognising this fact the Ministers 
also appear to have abandoned '* all hopes of developing large scale 
forestry, instead of examining other administrative expedients which 
might achieve this aim. In recent years policy has been to plan for 
the ‘integration of forestry with agriculture, where integration is 
defined as “afforestation aimed at achieving the highest common 
factor of interest’’’ ‘* between the two activities. But it is very diffi- 
cult to discover any advantages of integration for forestry, although 
there are many disadvantages, the most obvious being that the 
economies of large scale are forfeited. The policy is illustrative of 
the planners’ adherence to the principles of least sacrifice and maxi- 
mum benefit to which we have already referred. 

Finally, the long term demand for land by the Forestry Commission 
does not seem to have been adequately considered by the Ministers in 
allocating the improvement grants available to hill farmers under the 
Hill Farming and Livestock Rearing Acts and the Marginal Agricul- 
tural Production Scheme. If the Ministers’ task is to plan land use 
so that the Forestry Commission will in fact acquire 3 million acres 
of that type of land which ‘ should’ be afforested, then clearly the 
effects of the hill farm grants must be taken into account. It is not 
possible to calculate accurately the acreage of hill and marginal land 
affected by the grants available for improvements. Some figures are 
available, however. Ellison, Boyd and Church have calculated 

'2 H.C, Debs (495) 50. 

13 See Office of the Lord President of the Council, Forestry, Agriculture 
and Marginal Land. A Report of the National Resources (Technical) Com- 
mittee, H.M.S.O., 1957 (the recommendations of which were accepted by the 
Government): “Since it does not seem that the Commission can now expect 
to get anything like the acreage required for its planting programme in the 
form of large blocks, efforts should be made to obtain those parcels of land 


which can best be spared from individual farms within the marginal hill 
area’, para. 120. 


'* Forestry, Agriculture and Marginal Land, op. cit., para. 122. 
1 W. Ellison, D. A. Boyd, and B. M. Church, ‘The Progress of Im- 
provement on Upland and Hill Farms in England and Wales. Some Results 


of a Recent Survey’. Journal of the Royal Agricultural Society of England, 
Vol. 116, 1955. 
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that the acreage of farms in England and Wales with formally ap- 
proved rehabilitation schemes was approximately 1,340,000 at March, 
1953, while schemes covering 210,000 acres had been approved in 
principle. More recent and detailed data, however, are available 1° for 
Scotland and it would appear that the total area affected by reclama- 
tion schemes of all kinds in Scotland was approximately 6 million 
acres in 1956. Under the Hill Farming and Livestock Rearing Acts 
£29 millions had been voted by Parliament for the improvement of 
hill farms by 1956. Assuming that half of this capital is allocated 
to Scotland (in accordance with its large number of hill and marginal 
farms) £14:5 millions will be available for Scotland alone. To this 
sum must be added an equivalent sum of £14:°5 millions which is 
the 50 per cent. to be provided by the agricultural industry itself, so 
that the total capital which might be used to renovate hill farms in 
Scotland under the Hill Farming and Livestock Rearing Acts alone 
equals £29 millions. The average cost per farm?’ of schemes 
approved in Scotland under these Acts between 1946 and the end of 
1956 was £5307, so that the £29 millions are sufficient to rehabilitate 
approximately 5470 farms, or 56 per cent. of the total number of hill 
sheep farms and stock rearing farms in Scotland. The average cost 
per acre of these schemes has been £2:°64 so that the £29 millions could 
involve approximately 11 million acres of land. 

What criteria are used by the Ministry of Agriculture to decide 
whether a hill farm is eligible for an improvement grant? The Hill 
Farming Act, 1946, stipulated four criteria: ** 

1. The Minister administering the Act must be satisfied that it 
is in the national interest that the land in question should 
continue under agricultural production. 

2. The schemes submitted must be comprehensive enough 
provide adequately for the rehabilitation of the land... 

3. The cost of the work proposed must not be ‘unreasonably 
high in relation to the ultimate benefit to be derived there- 
from.’ 

4. The Ministers must be satisfied that the land forms a suitable 
farming unit. 

Item (i) begs the whole question: what is the national interest? 
Has the relevance of timber yields as opportunity costs been con- 
considered? The results presented in Appendix I of this article 
suggest that they have not. Item (iii) can be interpreted liberally or 

16 Calculated from figures in Agriculture in Scotland. Annual Reports of 
the Department of Agriculture for Scotland. H.M.S.O. i 

17 Calculated from the Annual Report of the Department of Agriculture 


for Scotland, 1956 (Cmnd. 145, H.M.S.O.), Table 23. 
18 9 and 10 Geo. VI, c. 73, 2(a) and 2(b). 
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stringently. For example, what weight, in assessing ‘benefit’, has 
been attached to the social results of capital investment in these 
farms—including the fact that to give a grant to a farm might stop it 
from going out of production? The rigid application of clause (iv) 
would rule out very many livestock-rearing farms in Wales and 
Scotland. 

It has been impossible to obtain anything like adequate information 
concerning either the Government’s method of allocating the grants or 
the economic effects of the grants. Some officials have stated, how- 
ever, that it would be difficult to allocate all the capital voted if the 
economic tests were given much weight in the decision. It would 
be very interesting to know how the capital sums made available under 
the Hill Farming and Livestock Rearing Acts were calculated, 
especially if important principles have to be forfeited in order to 
ensure that it is all allocated. At the time of the introduction of 
the Hill Farming Act, 1946, gross output considerations were very 
important and it is evident from the debate on the Bill in the Com- 
mons that the Government was very impressed by the increase in 
gross output which had been shown to be obtainable from hill land in 
Wales and Shropshire. It is probable, however, that the Government 
was more influenced by the technical rather than the economic success 
of those experiments. 

Grants '* have also been available during the post-war years to hill 
farmers under the Marginal Agricultural Production Scheme which 
began during the war. To obtain these grants, however, no economic 
tests have had to be satisfied, even in theory. The conditions of 
eligibility have been that the proposed expenditure on farm improve- 
ments would give rise to increased food production and secondly, 
that the income of the farmers was not sufficient both to pay for such 
improvements and continue financing the working of the entire farm. 
Considering the economic aid given to hill farmers since the war, 
therefore, it is not surpising to find that the supply of hill land for 
the Forestry Commission has, in recent years, been limited. 

We have seen that the planning of hill land use since 1945 between 
the rival claims of forestry and agriculture has been guided very little 
by economic principles. The main preoccupation of the planners 
has been to protect the agricultural industry from the Forestry Com- 
mission and if possible, to locate forests where benefits to agriculture 
would accrue. It would not be unfair to say that the Forestry 
Commission’s place in the hill areas has only been tolerated by 
the planners (some of whom are clearly agricultural ‘fundamenta- 


19 It has not been possible to obtain details of the acreage affected by such 
grants. 
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lists’). The economic aspects of forestry have been given little 
weight in deciding which land should be transferred to the Com- 
mission, as witnessed by the fact that in recent years the Commission 
has been granted very small uneconomic blocks of poor land situated 
on steep slopes and far removed from markets. This has occurred 
at a time when the Treasury has required the Forestry Commission to 
operate as a profitable enterprise unless it has been given special 
authority to operate primarily as a social stabiliser, even if this is to 
the detriment of financial returns.?° Policy does not seem to have been 
coordinated to achieve this end, however. The Treasury’s £5 per acre 
limit on land purchases has impeded the Commission from acquiring 
land which would produce high returns over the minimum waiting 
period while the Ministers responsible for the Commission’s land supply 
have failed to assist the Commission to become a successful commer- 
cial enterprise by providing larger blocks of land. Political and social 
considerations have been very important in determining which land 
should be afforested. The Commission’s programme for the first de- 
cade has not been fulfilled; the long run outlook for the Commission is 
unfavourable as long as the present method of land allocation is 
retained, and it has yet to be demonstrated that attempts to rehabilitate 
the hill farm industry have succeeded, either in economic or social 
terms. The planning method has not been a success. 


iat 


How different would the supply of land for the Forestry Com- 
mission be if the competition between the Commission and the hill 
farming industry were to be judged solely according to economic 
criteria? Can the Forestry Commission justify, on economic grounds, 
its demand for agricultural land? First of all, what is the correct 
method of judging this kind of competition? The Forestry Commission 
will justify its demand for land from the hill farming industry provided 
that the net value added by land in terms of timber over a given period 
of time exceeds that in terms of farm products. In this case the Forestry 
Commission could afford to pay a higher price or rent for the land 
than the agricultural industry and it would, therefore, bid the land 
away from agricultural production. Can it be shown that the result 


20 For example, as a result of the recommendations of the ‘Taylor 
Report’ on ovine Conditions in Scotland (Cmd. 9091, 1954), the Govern- 
ment empowered the Forestry Commission in 1955 to extend its activities in 
the crofting areas for social reasons—. . . even if this means, in some instances, 
planting on land which will give a smaller return than is usually looked 
for .. . This. will, I hope. be of benefit in bringing additional employment 
where it is so much needed.’ H. C. Debs (534), 2235. 
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of the present marginal and hill land policy of the Government is to 
prevent a more efficient use of this kind of land because the value 
of the net product of land foregone in terms of timber is greater 
than that which is now being produced in terms of farm products? 
What are the magnitudes involved? 

To answer this question calculations have been made of the relative 
productivity of land under forestry and agriculture in the major hill 
land areas of Great Britain, based on data of costs and returns ”* for 
1953. A forest cycle of 50 years has been assumed, so that the com- 
parison is between the net value added per 100 acres under forestry 
in 50 years with the aggregate of the annual land products per 100 
acres under agriculture, each year’s product accruing at interest from 
the year of origin to the fiftieth year. The net value added by land 
is obtained by exhausting the gross product (net of direct subsidies) of 
all non factor and factor payments except payments to land itself. The 
residual is then a measure of the value added by land alone, or the 
price which might be paid for the use of the land. For forestry, net 
product of land is equal to gross receipts (which accrue at compound 
interest from the year of origin to the fiftieth year) minus total costs, 
except payments to land (including compound interest payments) plus 
the value of capital recoverable in 50 years, valued at current prices. 
In other words it is necessary to construct a time-production and 
time-investment schedule over the 50 year forest cycle. 

For the forestry calculation assumptions are necessary concerning 
(1) wages costs (2) changes which seem likely to occur in felling and 
extraction costs (3) the inclusion or exclusion of the cost of forest- 
workers’ houses in the Forestry Commission’s account. 

(1) Assuming that large areas of land throughout Great Britan were 
to be made available to the Forestry Commission, would the necessary 
supply of forest labour be available where and when it is required— 
at the ruling wage, or would wages have to rise relative to their present 
level to attract and maintain the labour force, thus forcing up costs? 
Does the evidence available concerning the labour requirements of 
forestry and the Commission’s experience since 1947 in attracting and 
maintaining adequate supplies of forest labour suggest that the present 
wage of forestry workers can be regarded as an equilibrium rate? 
An examination of the evidence leads to the conclusion that, whereas it 
might be quite easy for the Forestry Commission to expand its activities 
considerably without requiring to attract large numbers of additional 
workers from the towns and elsewhere, it will be increasingly difficult 
for the Commission to keep a stable labour force. Such high rates 


°! The data are drawn from farms covering 210,752 acres and from 101,397 
acres of forest land. 
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of labour turnover as do exist must reduce efficiency enormously, for 
the Commission is constantly training new workers and does not 
receive anywhere near the full benefit of their skills. Suppose the 
Commission were to offer a wage comparable with the average which 
might be earned in the towns. Could the Commission afford to in- 
crease its costs by this amount—and still compete successfully for 
land, in economic terms, with the agricultural industry? The effect 
of a 30 per cent. increase in wages on the Commission’s financial 
position will be calculated. 


(2) If the land is transferred to forestry at the present day, the first 
timber will be extracted in about 20 years’ time. We must make 
assumptions, therefore, concerning the change which seems likely to 
occur in extraction costs (valued at present costs) through increases in 
efficiency. We shall assume that increased efficiency will produce 
a 25 per cent. reduction in extraction costs. 


(3) Is it economically justifiable to include housing as a legitimate 
cost of the Forestry Commission? This is an important question since 
housing constitutes a very high percentage of the total costs of 
forestry, especially when interest, at a compound rate for 50 years, 
has been charged. If the rate of interest on capital is 5 per cent., 
housing costs appear to account for 40 per cent. of the total costs of 
forestry whereas even at 2 per cent. the percentage is as high as 32. 
Clearly, then, the inclusion or exclusion of housing costs will con- 
siderably alter the results of the comparison between forestry and 
agriculture. If we are considering the social costs of the Forestry 
Commission then the criterion for including or excluding housing 
costs is whether the Commission’s housing programme represents a 
net claim on national resources. This is probably not the case, 
for the workers housed by the Commission would have to be housed 
elsewhere, by town Corporations and we should, therefore, only charge 
the extra cost (if any) of providing the Forestry Commission’s houses, 
above the cost of urban housing which would, alternately, be pro- 
vided. Similarly, we should add to the Forestry Commission’s 
receipts the value of any rent differences. We shall begin, however, 
by including the housing costs, primarily to discover whether the 
Commission could in fact afford to pay for its own houses and, while 
making such a contribution to rural development, still compete with 
agriculture for land. But, recognising that, on economic grounds, 
the inclusion of such costs is not correct, we shall later deduct them. 


In calculating the aggregate net product of land per 100 acres in 50 
years under agriculture it is necessary to make assumptions concerning 
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the changes which will occur in net output”? over the 50 years (at 
constant prices), (2) changes which will occur in the value of capital 
invested (at constant values), both from the state—in the form of 
improvement grants and from private sources, (3) wage costs in hill 
farming. The following hypotheses have been adopted. They are 
not intended to be actual forecasts but it is hoped that they are not 
unreasonable.”* ; 

(1) Net product (in real terms) is assumed to rise at 14 per cent. 
per annum. Between 1938 and 1954 the real output of Scottish 
agriculture (at 1945-6 prices) increased at a rate of 2 per cent. 
per annum * so that our assumption of a 14 per cent. per annum 
rise for hill farming in Great Britain may be regarded as 
reasonable. 

(2) Capital is assumed to rise at a rate of 14 per cent. per annum. 
This, it is hoped, will take account of future state improvement 
grants made available to the hill farming industry as well as 
the increase which will occur in the capital invested by the in- 
dustry itself as a means of raising the volume of production. 
Past grants received from the Government are taken account of 
in the value of capital invested in hill farming during 1953. 

(3) It is assumed that to create an equilibrium wage rate for hill 
farm workers a 30 per cent. wage increase is necessary, approxi- 
mately the sum required to make earnings equivalent to urban 
workers’ earnings in 1953. 

Many different combinations of assumptions could be selected for 
a comparison of this nature, but we must limit our study to these 
sets of assumptions which illustrate the influence of those variables 
which largely determine the final result, namely the rate of interest 
on capital; the valuation of labour; the inclusion or exclusion of hous- 
ing costs in forestry and the relative prices of timber and farm pro- 
ducts. The comparative net products of land have been calculated 
for four sets of assumptions, as shown in Table I. 

In example I, by using present costs and prices we avoid 
the difficulty resulting from changes in the purchasing power of 
money over the first production period. The rates of interest which 
the Forestry Commission’s investment is shown to earn, or the rates 
at which it could afford to borrow capital, are then ‘real’ rates 
rather than money rates. In example II the calculation shows whether 
the Forestry Commission could afford to pay its labour 30 per cent. 


22 Where net output is gross output less non-factor costs. 

?3Jn making these assumptions I was advised by Colin Clark and mem- 
bers of the Ministry of Agriculture and Department of Agriculture for Scotland. 

24 Scottish Agricultura! Economics, Vol. VII, H.M.S.O., Table 2, p. 8. 
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higher wages and still justify, in economic terms, its demand for land. 
Examples III and IV trace the effects on the competition for land 
of changes in the relative prices of timber and farm products, while 
in these examples forest workers’ housing costs are omitted from the 
Commission’s account. 


The results are presented in Appendix I. They show that, if the 
competition for land between the Forestry Commission and the hill 
farming industry were to be settled by economics alone, the Forestry 
Commission would be able to justify its claim in all areas studied if 
the rate of interest on capital was 4 per cent. or less, except in North 
Scotland at 4 per cent. (example II). This result is true for all four 
sets of assumptions tabulated. At rates of interest below 4 per cent. 
the net values added by land in terms of timber are many times 
greater than those in terms of farm products. In example II it is 
evident that the Forestry Commission could afford to build its own 
houses, pay its labour 30 per cent. higher wages and still displace 
agriculture in all areas at all real rates of interest from 0 per cent. to 4 
per cent. inclusive, except in North Scotland where forestry ceases to 
displace agriculture at a 3 per cent. interest rate. Even assuming 
a 50 per cent. rise in farm product prices relative to timber prices, 
once the cost of forestry workers’ housing is (legitimately) omitted, 
the Commission still qualifies for land in Wales and North Scotland 
when the rate of interest is 4 per cent., while in all other areas of 
Scotland the Commission could afford to pay 5 per cent. interest for 
its capital and still qualify to acquire the land (example HII). The 
effect of a 5O per cent. rise in the price of timber (example IV) gives 
forestry an even greater competitive power over the agriculture of the 
areas under discussion, to the extent that if the rate of interest rose 
to 6 per cent. the Forestry Commission’s case would be unrivalled in all 
areas except in North Scotland (where the Commission could not 
compete above a 5 per cent. interest rate). With a 7 per cent. interest 
rate land would still be transferred to the Forestry Commission in East 
and West Scotland. Table II shows the ratio of the net product of 
Jand under agriculture to that under forestry in all areas at a 4 per 
cent. interest rate. 


Table I shows that the Forestry Commiss:on’s greatest claim for 
land relative to agriculture is found in East and West Scotland while 
in North Scotland, South Scotland and Wales, without assuming a 
relative rise in the price of timber, the supremacy of forestry over 
agriculture is somewhat less marked though still clear. When inter- 
preting these results it must be borne in mind that we are comparing 
products per 100 acres of plantable land and the results must not be 
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interpreted to suggest that all the land of the farms we are considering 
could produce the given forest product. This point is very important for 
many people have criticised the Forestry Commission’s policy of 
acquiring an area of land although only a proportion of it may be 
plantable. The rest may be lost for production of any kind, a policy 
which, however, is too readily condemned without examination of the 
magnitudes involved. When considering specific cases of the claims 
of forestry for a given area of land, however, this factor would have 


TABLE II 


THE VALUE OF THE NET PRODUCT OF LAND IN 50 YEARS 
UNDER FORESTRY, EXPRESSED AS A MULTIPLE OF THAT 
UNDER AGRICULTURE, ASSUMING A 4 PER CENT. 
INTEREST RATE 


fs PER 100 ACRES 


Example 
Arca I II MI IV 
Scotland: North | 2:9 | — | 3-4 48 
East @ | 28 18 37 72 
West 10 1] 45 41-5 
South | 4.8 4-9 7 20 
Wales: Montgomery 2-6 oye 1-1 6s 
Merioneth 7:3 | 54 beers RE 


“Here the agricultural net product of land is negative and the ratio 
has been expressed as if, in fact, it is equal to 1. This is assumed 
in order to indicate the broad comparison. 


to be considered. Assuming that the ratio of the net product of 
land under forestry to that under agriculture was £5 : £1 and that 
the Commission acquired a farm of 1,000 acres of which it could only 
afforest 600 acres, then the value of the net product of land under 
forestry resulting from the transfer of the 1,000 acres would be £3,000 
and the agricultural net product lost £1,000, if none of the 400 acres 
of unplantable land was usable by agriculture after the transfer. Thus 
the transfer would still be highly profitable. The results show that 
the unplantable acreage which the Commission could afford to dis- 
card without forfeiting its claim to the land may be very great indeed. 
In fact, with the exception of North and West Scotland the per- 
centage of unplanted land acquired by the Commission is relatively 
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low, the average for the hill conservancies in Great Britain being 34 
per cent. in 1956. 

The conclusion is, therefore, that if the Government applied the 
economic test to the Forestry Commission’s demand for hill land 
throughout Great Britain the Commission would not be faced with 
such a shortage of plantable land in blocks of economic size. 


Ul 


In section one of this article it was shown that, under the present 
administrative arrangements relating to the planning of hill land use, 
the Forestry Commission is not likely to obtain enough land to enable 
it to fulfil its programme. In planning the use of hill land the 
Ministers responsible are, in theory, guided to a considerable degree 
by economic considerations but in practice such considerations appear 
to play little or no part in determining actual policy decisions. By 
contrast, the results discussed in the previous section show that the 
land supply of the Forestry Commission would be quite adequate in . 
all hill areas of Great Britain, assuming moderate rates of interest, 
if the allocation of hill land were determined on economic grounds 
alone. Furthermore, the results indicate that as a result of the present 
hill land policy, net returns to land foregone, in terms of timber, 
appear to be very considerable, in contrast to the low returns pro- 
duced by agriculture. Government policy towards the hill areas of 
Great Britain is influenced by four main aims, excluding political 
considerations. The first of these is that the Forestry Commission 
should fulfil its programme as a highly profitable commercial enter- 
prise, wherever possible, while at the same time the hill farming 
industry should be reconstructed on an economic basis. In the 
second place policy aims to repopulate the rapidly dying isolated 
communities in the hill areas, especially through the provision of 
forestry work. Thirdly, the expansion of forestry and, to some extent. 
agriculture is desired on strategic grounds, and fourthly, hill land 
policy is influenced by the desire to maintain or increase soil fer- 
tility and preserve natural resources. In other words, in making the 
final decision the Government must weigh all these factors: the 
economic, social, strategic and ecological factors. At present, how- 
ever, the economic aspect of policy is virtually ignored. Can the 
Government, however, allocate land in an economically desirable 
pattern and still satisfy the other policy aims? 

The first requirement of the Government is detailed knowledge of 
the relative magnitudes produced by the alternative uses of hill land, 
forestry and pastoral farming. Once this information is known all 
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decisions can be made in the full recognition of the costs involved. 
A land use plan would then be drawn for all the hill areas of Great 
Britain, the allocation of land in each area to the Forestry Com- 
mission or the hill farming industry being determined by the degree 
to which the different policy aims could most suitably be carried 
out in that area. Thus the plan would indicate those areas where 
the Forestry Commission should concentrate primarily on the econo- 
mic production of timber from extensive forests and those where the 
Commission should operate as an instrument of social policy even 
though the monetary returns are somewhat lower than in other areas. 
Elsewhere forests might be planned for strategic or ecological 
reasons, regardless of the relatively high costs, for example, which 
might be incurred. Similarly, the plan would show where hill farm- 
ing could be profitable after a relatively short period of subsidisation 
and other economic assistance; where farming could never be profit- 
able without considerable reallocation of farm boundaries, and where 
the farming is at present profitable. By this method the Government 
would know for all areas what would be the ideal allocation of land 
between forestry and agriculture; where there should be extensive 
forests and where the policy of integration would be more desirable, 
taking all the aims of policy into account. 


What administrative changes are necessary to increase the supply 
of land for the Forestry Commission so that it can fulfil its pro- 
gramme on an economic basis? Four changes seem to be required. 


(1) The Forestry Commission should be allowed to pay a higher 
price per acre, in order to obtain better quality land in larger blocks. 
If the Forestry Commission is to operate as a highly successful com- 
mercial body it is important that large, economically-sized blocks of 
land are made available for forestry. In the first place this would 
enable the Commission to reap the benefit of any economies of scale. At 
present no figures are available to indicate how important these might 
be in reducing the Commission’s costs, but a 10-15 per cent. fall in 
costs would, at interest, affect the Commission’s profitability very 
considerably. Large forests would also assist the Commission 
to establish forests on a basis of sustained yield °° which eliminates the 
burden of compound interest in the second production period. Thirdly, 


25 That is, one where the annual volume of timber available for felling is 
kept constant through the creation of a forest containing all age-classes of 
trees. The annual acreage felled would equal the annual acreage planted. For 
example—it could take the form of a 500 acre forest to be worked on a 
cycle of 50 years, containing 50 ten-acre blocks of trees of each age from | 
year to 50 years. Ten acres would be felled each year after the fiftieth, while 
10 acres would be replanted, so that timber production was continuously 
sustained throughout the years. 
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large supplies of timber are required for most timber consuming 
industries so that if an assured market, especially for the early timber, 
is to be guaranteed, it is important that extensive forest areas are 
established. Finally, the acquisition of large areas of plantable land 
would allow the Commission to increase its labour efficiency by 
organising a smooth flow of operations and by eliminating any re- 
dundancy during the period between the establishment and brashing *° 
of the forest, caused by a shortage of land. The policy of integration 
would be very useful in the crofting areas of Scotland where only 
relatively small areas of plantable land exist and where the effects of 
shelter on the agricultural productivity would probably be consider- 
able. An additional benefit of small forests in these areas would be 
the provision of supplementary employment which is so badly needed 
there, for the existing occupations of fishing and agriculture only 
provide part-time employment. 

It is clear that the implementation of comprehensive planning 
schemes, with the aid of compulsory purchase powers, is virtually 
impossible, so that the first method of increasing the supply of forest 
land is to enable and encourage the Forestry Commission to increase 
the price it will pay for land and to make the price offered reflect 
the net product of land in terms of timber. There is some evidence 
that the Treasury has recently not applied the £5 per acre limit quite 
so rigidly as in previous years and yet the average price per acre paid 
by the Commission, 1950-1956?’ never exceeded £3 4s. 2d. in any 
one year. It is obvious that the Commission still thinks in terms of 
less than £5 per acre in spite of the fact that even in 1927 it paid 
£3 10s. per acre on average, while in the 1930s the price varied from 
£2-£3 per acre. Furthermore, some senior officials of the Commission 
are not yet convinced that it is economically possible for them to pay 
more than £5 per acre for the type of land available. What price could 
the Commission afford to pay, according to the results of Appendix 1? 
Table III shows the prices which are payable, calculated from examples 
II and III in Appendix I. In example II it will be remembered that 
timber prices used were present prices; wages assumed to be 30 per 
cent. above 1953 rates and the cost of forestry workers’ houses 
was included. In example III forest housing costs were excluded. 

The results in Table III show that the price actually paid by the 
Forestry Commission cannot be regarded as one which truly reflects . 
the productivity of the land in terms of timber and the Commission 


26 This operation involves the removal of the lower branches, to ensure 
the production of knot-free timber. 

27 Annual Reports of the Forestry Commissioners. Figures for the years 
1947-1950 are not available. 
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could justify the payment of prices considerably higher than £3-£5 
per acre. 


TABLE III 


THE PRICE WHICH THE FORESTRY COMMISSION 
COULD PAY FOR LAND 


£s per Acre 
Example Rate of Scotland Wales 

dotere North East West South North) | South 

Il 3 27 Ta 99 87 61 115 

4 = 26 36 Di 7 4) 

III 3 52 102 124 112 87 141 

4 i 53 63 54 34 68 

5 = 22 24 17 20 22. 


(2) The present indiscriminate method of allocating grants to hill 
farms must be replaced by one which limits the grants to those farms 
where the rise in net output required to make such investment profit- 
able is not impossible to achieve. At present the attitude of the 
Ministries which allocate the grants is that all capital voted by Parlia- 
ment must be used regardless of the fact that the criteria stipulated 
by the Acts are not being fulfilled. It is very doubtful whether the 
returns to the capital invested under the Hill Farming Acts are in any 
sense satisfactory. Few figures have been published ** and those 
which have do not permit an application of the economic test, in spite 
of the fact that they have been quoted in government circles as an 
indication of the economic desirability of the hill farming grants. The 
Scottish Department of Agriculture has made calculations of the 
effects of the grants but, rather significantly, the results have not been 
published. The Welsh Agricultural Land Sub-Commission’s Report 
on Mid-Wales*° adopted the view that the results available so far 
suggest that the economic effects of the grants have been very slight. 
‘In the majority of cases, the cost of necessary work, even with 
the 50 per cent. grant payable under the Acts, is high in rela- 
tion to the potentialities of the holdings.’ 

Be reed ee oe ane ie a ee eu i" Re Rede eee Tech. 


nical) Committee, 1957, H.M.S.O. 
29 Cmd. 9631, p. 30. 
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The Government’s land policy, therefore, may have failed both to 
secure economic hill farm production and to ensure the success of 
the Forestry Commission. The recent announcement *° that the Mar- 
ginal Agricultural Production Scheme is to be curtailed and eventually 
abolished under the Agricultural (Small Farmers) Bill is a step in the 
right direction. 

(3) The Forestry Commission should be encouraged to raise the 
wages of its workers if (as seems likely from the available evidence) 
at the present ruling wages it would not be able to attract and main- 
tain an adequate labour force if the planting programme was increased 
markedly. A rise in wages would not only increase the supply of 
labour forthcoming but would also help the Commission to increase 
its labour efficiency, since the rate of labour turnover would most 
likely fall. The results show that if wages in both agriculture and 
forestry rose 30 per cent. the Commission could still compete suc- 
cessfully with the agricultural industry for the land, assuming 
moderate rates of interest. 

(4) The Government should adopt a less rigid attitude towards the 
entire question of the type of land which is considered to be suitable 
for the Forestry Commission. It has never been deemed worthy of 
serious consideration that the Forestry Commission should be allowed 
to acquire even small blocks of better agricultural land in the lower 
land areas of Great Britain. While it would not perhaps be desirable 
to afforest extensive areas of the lowlands now used by the agricul- 
tural industry, it might be desirable to transfer small blocks of 
moderate quality land to the Commission, as a means of helping to 
balance employment in the countryside and producing timber in 
highly accessible places at low cost.*' The evidence available suggests 
that the Forestry Commission may well be able to compete success- 
fully with the agricultural industry for the better quality land in areas 
such as North East Scotland and upland Wales and the policy of 
planting small areas of such land is worth serious consideration. 


30The Bill proposed to continue the Marginal Agricultural Production 
Scheme for three years during which it would only be applicable to farms 
with less than 150 acres of crops and grass (excluding rough grazing). It is 
interesting to observe that in explaining the Government’s motives for taking 


this step, the Joint Under-Secretary of State for Scotland stated that ‘. . . the 
idea of a marginal agricultural production scheme was right so long as the 
Government were asking for the highest possible level of production . . . Now 


the emphasis must be on economic production and more competitive home 
agriculture.’ H. C. Debs (594), 91. Under pressure from the agricultural con- 
stituencies, however, the Government has since agreed to give the matter of 
the abolition of the scheme further consideration and to allow the scheme to 
continue for a further year (i.e. four years in all), at a reduced rate for farms 
with more than 150 acres crops and grass. See H. C. Debs (598), 229, et. seq. 

31 On better quality land timber yields are both greater and quicker than 
on poor quality land. Compound interest on capital is therefore reduced. 
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Extensive forests would be limited to the hill areas but in the lower 
lands there would be many small forests yielding very high products. 

These, then, are the policy changes which appear to be desirable if 
the Forestry Commission is to fulfil its programme both in terms 
of acreage planted and also to the satisfaction of the Treasury. Under 
the present administrative arrangements and with the present wide- 
spread view among the planners of land use—that agriculture is 
‘fundamental ’—the Commission’s chances of success are slight. So 
far, however, the Government has not shown ** the awareness of the 
need for changing its policy of hill land utilisation. In terms of real 
costs the case for a new policy is strong. Indeed, a forestry pro- 
gramme of 3 million acres is probably far too small and an attempt 
should now be made to calculate the ‘optimum’ programme. The. 
criterion used for calculating the postwar programme—namely that 
Great Britain should have growing timber reserves equal to one-third 
of the 1939 demand—can have little relevance in 1959. 


K. R. WALKER. 
University of London. 


32 See the latest policy statement: H. C. Debs (592), 686, et seq. The target 
set for planting, 1957-68, however, is 535,000 acres, or 12,500 less than the 
acreage actually planted in the decade 1947-56. 
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APPENDIX II 
A NOTE ON SOURCES 


(1) The Forestry data. 

Costs of forestry creation and maintenance were obtained from 
the finance division of the Forestry Commission. Figures of the 
costs of forest roads and houses were published in the Report of the 
Select Committee on Estimates: The Forestry Commission, H.M.S.O., 
1949. Other figures of road costs were obtained from H. W. P. 
Hutson: ‘Extraction Plans: Their Preparation and Assessment on an 
Economic Basis, Empire Forestry Review, Vol. 30, No. 4, 1951; 
Hutson, ‘ Low Cost Roads. Their design and Construction for Timber 
Extraction, Empire Forestry Review, Vol. 32, No. 4, 1953; Hutson, 
‘Forest Roads. Their Economic Justification,’ Forestry, Vol. 28, 
No. 1, 1955. Estimates of the physical yields of timber obtainable 
from the different areas studied were derived from data supplied by 
District officers of the Commission together with productivity data in 
F. C. Hummel and J. T. Christie, ‘Revised Yield Tables for Conifers 
in Great Britain, Forestry Commission Forest Record No. 24, 
H.M.S.O., 1953. Timber prices were obtained from J. J. MacGregor, 
University of Oxford; from the finance division of the Forestry Com- 
mission and from the Home Timber Trade. Felling and extraction 
costs were supplied by J. J. MacGregor from unpublished material. 
(2) The Agricultural data 

Scottish regional data were obtained from the following articles 
published by the Colleges of Agriculture in Scotland: 

A.M. Grant: North of Scotland College of Agriculture, Agri- 

cultural Economics Department, Report 44. 
W. B. Duthie: Edinburgh and East of Scotland College of Agri- 
culture, Department of Economics, Bulletin 49. 
J.B. McCreath 
and 
R.D. Murray: West of Scotland College of Agriculture, 
Report 26. 

Figures of capital invested in Scottish agriculture (valued at cur- 
rent prices) were extracted from G. F. Hendry, ‘The Value of Capital 
Assets of Agriculture in Scotland,’ Scottish Agricultural Economics, 
WolLP VL 1955. 

For Wales all data were obtained from primary returns of the 
Ministry of Agriculture’s Farm Management Survey. 


LINEAR PROGRAMMING AND ECONOMICS COURSES 


AFTER a decade of development in mathematical economics and of 
special industrial applications, linear programming as a technique for 
handling economic problems is currently forcing itself for considera- 
tion as part of the mainstream of general economics. Literature has 
recently appeared aimed at bringing the technique into relation with 
economic analysis, or alternatively, at acquainting nonmathematical 
economists with its nature and achievements.’ 


An important question which arises concerns the incorporation of 
linear programming? techniques into the main corpus of received 
economic doctrine. Are its achievements in enlightening economic 
problems sufficient to render this desirable? If so, is it possible to 
include it in general economics courses, in view of its mathematical 
nature? Or must it forever remain only in specialized courses in 
mathematical economics? This paper attempts to provide some ten- 
tative answers to these questions. 


The conclusion to which we shall come is that it is both desirable 
and possible to make some reference to linear programming in micro- 
economics courses. It is desirable because linear programming is 
complementary to the marginal approach in dealing with the firm’s 
(or farm’s) problems, each appropriate for a particular type of pro- 
duction process.* There is, further, a vocational reason for including 
linear programming; this is founded on the increasing use that firms 
are making of economists on this work 


Our conclusion that it is practicable to include this new topic de- 
pends on a somewhat novel hypothesis that an appreciation, and even 


1 The outstanding work is Linear Programming and Economic Analysis by 
Dorfman, Samuelson and Solow (New York, 1958). In the same spirit are 
Makower’s Activity Analysis and the Theory of Economic Equilibrium (Lon- 
don, 1957), Dorfman’s article, ‘Mathematical, or Linear Programming; A 
Nonmathematical Exposition,’ American Economic Review, December, 1953, 
and Baumol’s * Activity Analysis in One Lesson,’ American Economic Review, 
December, 1958. 

2We take ‘linear programming’ to cover ‘activity analysis’ as well; 
Baumol (op. cit.) distinguishes activity analysis as applications of linear pro- 
gramming techniques to general equilibrium theory. 

3’ The process where incremental changes in factors is possible, lending 
itself to marginal analysis, would seem more suited to agricultural, rather 
than manufacturing, production. This is reinforced by the recollection that 
Ricardo’s marginal ideas were developed with a wealth of agricultural ex- 
amples. But the impression is belied by a glance through the Journal of 
Farm Economics, in which linear programming applications abound. I am 
grateful to Leonard Joy of Makerere College for emphasising this. © 
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formulation, of the economic cases that linear programming tech- 
niques can treat, can be separated from knowledge of solution 
methods. One will find texts addressed to nonmathematical econom- 
ists, such as Dorfman et. al., spending considerable time on the simplex 
and other methods of solution. It would certainly be unrealistic to 
expect general economics students to absorb such as part of a general 
course. But it is not necessary to do so; it is not necessary from a 
purely teaching point of view, nor from the point of view of firms, 
who will be likely to have service departments of computers. 


So we shall examine linear programming in relation to economic 
theory, having in mind that we must try to justify the above proposi- 
tions, and also making a very tentative and imperfect attempt to show 
how a nontechnical account of linear programming might be given 
in a general economics course. 


II 


Linear programming has found applications in both microeconomics 
and macroeconomics. Applications to the problems of manufacturing 
firms have been most widespread, but uses have been found‘ in 
international trade°, welfare economics °®, the theory of growth’, and 
in public finance.® 


Macroeconomic applications either involve rather complex notions 
of economic theory, such as Arrow’s and Debreu’s theorem® on the 
existence of a solution to a set of Walrasian general equilibrium 
equations, or have not so far led to any revision of importance in con- 
ventional theory, such as the public finance applications. There does 


4 Chapters covering the different types of application are to be found in 
the general texts already cited. The principal specialist references are given 
separately below. 

5 L. McKenzie, ‘On Equilibrium in Graham’s Model of World Trade,’ 
Econometrica, April, 1954; T. W. Whitin. ‘Classical Theory, Graham’s Theory, 
and Linear Programming in International Trade,’ Quarterly Journal of Econo- 
mics. November, 1953. 

6 T. C. Koopmans, ‘ Efficient Allocation of Resources,’ Econometrica. Oc- 
tober, 1951, and ‘ Activity Analysis and its Applications,’ American Economic 
Review, May, 1953; K. Arrow. ‘An Extension of the Basic Theorems of 
Classical Welfare Economics,’ in Proceedings of the Second Berkeley Symposium 
on Mathematical Statistics and Probability’; G. Debreu, ‘The Coefficient of 
Resource Utilisation,’ Econometrica, July, 1951. 

7J. von Neumann (a translation by D. G. Champernowne), “A Model of 
General Equilibrium,’ Review of Economic Studies, 1945 (1). J. Kemeny. 
O. Morgenstern, and G. Thomson, ‘A Generalisation of the von Neumann 
Model of an Expanding Economy,’ Econometrica, Aoril 1956. ; : 

8B. Fossati, ‘For the Application of Linear Programming to Public Fin- 
ance,” Public Finance, No. 2, 1957. I. Cutolo. ‘An Application of Linear 
Programming to Public Finance,’ Public Finance, No. 9. 1958. 

°K. J. Arrow and G. Debreu. ‘Existence of an Equilibrium for a Com- 
petitive Economy,’ Econometrica, July, 1954. 
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not seem scope at present, therefore, for the introduction of the ideas 
of linear programming into the macroeconomic and public finance 
sections of general courses. We are left to consider the microeconomic 
section, and in particular, the theory of the firm. 


Ill 


The contrast between the conventional theory of the firm and the 
linear programming approach is as follows.’® In a nutshell, conven- 
tional doctrine deals primarily with those factors usually regarded as 
variable inputs in relation to output; linear programming concentrates 
on those factors designated as fixed capacities, again in relation to 
output. 


In our elementary theory of the firm, we discuss the demand for 
factors and the supply of products in a context of given fixed capacity. 
Even when we turn to the long-period, when capacity is changed to 
a different level, we say little about the process of change in fixed 
plant, i.e. we give a comparative static analysis rather than a dynamic 
one. Further, we say little or nothing as to whether existing fixed 
plant is fully utilized. 

Put slightly differently, the restraint on the achievement of our 
objective is in the form of a production function, which tells us what 
output we can obtain for different combinations of variable inputs. 
Ultimately, we derive the best output from the profit point of view, 
given the restraint which sums up the situation regarding variable 
inputs and processes using them. 


In contrast, linear programming gives primary place to fixed capa- 
cities. These become, in a sense, variable, because any fixed capacity 
can be utilized to any degree up to complete utilization. We still 
assume a profit objective (of course, this is not necessarily the objec- 
tive in cither case), and the restraints now concern fixed capacities. 


The neo-classical theory of the firm concentrates on variable factors, 
but fixed plant is cver present in the situation, and given fixed plants 
are implicit when we draw our cost curves. 


Similarly. linear programming, whilst emphasizing capacities, also 
covers variable inputs. For when the optimal programme is deter- 
mined from capacity (and price) considerations, the demand for vari- 
able factors is implicitly determined.”! 


' For a detailed and mathematical account. see Dorfman. Application of 
Line ar Programming to the Theory of the Firm (California 1953). 

'' When some of the variables in the problem can only vary discretely, as 
When indisisibilities exist, special solution techniques are available. 
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Both approaches have a greater generality than the other, each in 
different directions; the merits of one are the defects of the other. We 
shall examine two defects of the marginal approach in relation to 


linear programming, and two aspects in which linear programming 
is inferior to the marginal analysis. 


IV 


The charge brought against the theory of the firm is that the con- 
ventional production function ignores a programming problem by 
assuming it solved. The programming problem lies in the determina- 
tion of the best output, or combination of outputs, for any combina- 
tion of inputs. Every possible set of inputs contains a programming 
problem which is ignored by our writing down, without further ado, 
the optimum output corresponding to it. As Dorfman, Samuelson and 
Solow’? say, ‘Perhaps economists would not have gotten into the 
habit of making their assumption so glibly if they had realized what, 
and how much, they were assuming.’ 

The major defect of linear programming arises from its linearity. 
Linearity gives rise to two restrictions on the usefulness of linear pro- 
gramming. Linearity in the objective function, usually a net profit 
maximization function, implies constancy of net revenues irrespective 
of the level at which activities, or outputs, stand. This implies con- 
stancy of price of the factors not subject to capacity limits, and 
constancy of the selling price of products. In short, it implies a com- 
petitive situation where the firm will not affect prices by its purchases 
in factor or product markets. Linearity in the restraints implies 
constant returns to scale, or constancy of input proportions as output 
changes. 

Linearity obviously imposes grave limitations on the potentialities 
of programming in respect of its handling of monopolistic situations 
and variable returns to scale. Hence, programming would be placed 
in a very much stronger position if nonlinearities could be intro- 
duced. This is not completely impossible but to appreciate this whole 
issue, it is necessary to delve into the technicalities of programming 
a little. 

The reason why nonlinearities cannot be introduced very easily 
into programming lies in the question of computation. Mention of 
computation brings us to a new field of difference between linear pro- 
gramming and the theory of the firm (and other parts of conventional 
economic theory). It is a difference of profound importance for ques- 
tions covering the teaching of programming to economic students. 


12 Op. cit., p. 203. 
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In the conventional treatment of the firm, if the production function 
is specified and we are given accompanying market data and cost 
schedules for factors (and make the questionable assumption that the 
best output for any combination of inputs is automatically achieved) 
it is a simple matter to find the optimal programme of output (at least 
when there is but one output) by equating marginal cost and marginal 
revenue. Electronic computers are not involved. 


This is not the case with programming. The possibility and methods 
of solution become as important, if not more important, as any other 
aspect of the application. Indeed the contribution of Dantzig ** was 
not the setting-up of programming problems, but the invention of a 
method of solution; this is the celebrated ‘Simplex method’. 


We must try to explain the importance of solution methods. A pro- 
gramming problem is simply described: we have an objective func- 
tion, which is likely, in a firm’s case, to be a profit maximization 
function. That is, we are to maximize net profit which is a function 
of individual outputs (or generally, activities) multiplied by their re- 
spective unit net revenues. The constraints simply state that the call 
on various capacities which various outputs would make must not 
exceed the particular capacity available. Since it may well be found 
that the optimal programme would leave some capacities underutil- 
ised, the constraints are written as inequalities rather than equalities. 
Finally, we state that outputs cannot be negative. The existence of 
inequalities in the problem precludes the use of calculus methods to 
maximise the objective function. Thus economic problems set up 
in the programming way needed new methods of solution. In addi- 
tion to the Simplex method there are several others, all of them 
‘iterative,’ which in fact, means long and drawn out: hence the entry 
of computers. However, simple: problems can be solved with pencil 
and paper. 


This is no place to describe the Simplex method. We shall merely 
state the fundamental requirement for its operation, in order to show 
why competitive markets are necessary for its use. Suppose our in- 
dustrial problem involves the possibility of producing two goods, and 
there are three capacity restraints. There are, in fact, five activities 
here, for in addition to the activities of producing each of the two 
goods, there are three activities of ‘ not using’ capacity (this, in effect, 
converts the inequalities into equalities). Now it is a fundamental 


_ 1°G. B. Dantzig, ‘Maximization of a Linear Function of Variables Sub- 
ject to Linear Inequalities, in T. C. Koopmans (ed.), Activity Analysis of 
Production and Distribution (New York, 1951). 
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theorem in linear programming that the number of activities even- 
tually appearing in an optimal programme at nonzero levels (zero 
goods activities mean full employment of capacities) need not exceed 
the number of restraints. It is surprising that this is true and that 
it is important. That it is true can be grasped from a simple diagram: 


The two goods are measured along the OX and OY axes. The line 
AB represents the limit of outputs of goods 1 or 2 or any combination 
of these, on account of the first capacity restraint; the position of the 
line is given by the first capacity inequality. Similarly, the second 
and third capacity restraints are denoted respectively by lines CD 
and EF. Production can take place inside any capacity boundary but 
not beyond it; taking the three restraints together therefore, we ob- 
tain the production possibility boundary EGHD. Next, we have a 
system of linear isoprofit curves (because of constant marginal 


o 
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revenues). Obviously, the point of maximum profit will occur when 
a profit line touches a vertex (E, G, H or D).”* 


If at a vertex, one combination of outputs is optimal, and if this 
be G, it will be observed that the capacity restraint corresponding to 
CD plays no part in limiting output. Since it is underutilised, we 
have the activity of leaving it partially unemployed, plus the two 
activities of producing goods, making three activities equal in number 
to the three constraints. Similarly, at any vertex it will be found that 
the number of used activities does not exceed the number of restraints. 


So much for the truth of the theorem: why is it so important? We 
can immediately narrow down all possible combinations of activities 
which might prove the most profitable by eliminating cases where the 
number of nonzero activities exceeds the (known) number of re- 
straints. In terms of the diagram, we are immediately limited to com- 
binations represented by corner points on the boundary EGHD. To 
begin the Simplex process, we need to determine the activity levels 
corresponding to one of these points. Sometimes this is simple, some- 
times special techniques are necessary. Once we have found a point, 
profits can be computed at this level of activities. Another corner will 
involve the substitution of one or more zero activities for those cur- 
rently at nonzero levels, and a change in the value of those remaining 
at nonzero levels. We move from one substitution to another, each 
time applying a formula known as the ‘ Simplex criterion’ which in- 
dicates the increase in revenue as the new activity is introduced minus 
the opportunity cost (the loss on all activities reduced) each time. 
That corner point is optimal where a move away from it always pro- 
duces a negative result from the Simplex criterion. 


If we lose the theorem that an optional solution need contain only 
as many nonzero activities as there are restraints, we have, instead of 
a relatively small number of possible optima (the relatively few corner 
points), an infinity of points which can be optimal. Beginning with 
one combination, we are lost in a wilderness where any way we turn 
may yield greater profit, and there is no end to the search. This is 
what happens when the linearity assumptions are dropped. It can 
easily be seen that the theorem is lost by introducing variable mar- 
ginal revenue, which implies curved isoprofit lines. If these be Q'Q', 
Q''Q"', Q''Q'"' in the diagram, the point of contact of QQ" with 


'4 If a profit line coincides with say GH an infinity of points are optimal 
including G and H. This does not affect the Simplex method; it is only 
necessary that there is no point other than G or H which is preferable. We 
can still assert there is no better point than one where the number of activities 
equals the number of restraints. 
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GH corresponds to the optimal programme. At this point of maxi- 
mum profit, two capacities are left underutilised, so four activities 
appear in the solution at nonzero levels, whilst there are only three re- 
straints. Likewise if the restraints themselves involve nonlinearities, 
then EGHD is made up of segments of curves, instead of straight-line 
segments, with a similar result to that of curved isoprofit lines. 

We see, then, that the Simplex method of solving programming 
problems, with other general methods, breaks down when the included 
functions become nonlinear.’® In such nonlinear cases, a few tech- 
niques of solution have been developed for special cases, but no 
general procedure is available.'® Thus linear programming cannot 
generally handle noncompetitive situations. 

This is a point for the marginal approach, to set against its weak- 
ness outlined at the beginning of this section. We now open another 
round, wherein the marginal analysis scores on account of its price 
content, but linear programming has the upper hand on ‘realism.’ 


Vv 


The conventional theory of the firm yields a solution for prices of 
factors and goods, given the supply schedule of factors and the de- 
mand schedule for goods. In the linear programming approach, since, 
as we have seen, linearity implies that the firm does not affect factor 
and goods prices, these must be taken as constant and given: they 
yield net revenues entering into the objective function, which in the case 
of each product is the given market price minus direct costs (costs 
of both the factors appearing and not appearing in the restraints). 

But the linear programming approach does yield prices.'’ They 
are the prices of factors considered scarce, i.e. those which appear in 
the constraints. (Other factors are ‘scarce’ in that they have a price, 
but they are in unlimited supply to the firm at that price.) 

These prices may seem somewhat strange. They indicate to the 
firm what the different capacities are worth to them (per 1% of each 
capacity). They are familiar to the marginalist in that they indicate 
the net addition to revenue (with a new programme) per unit increase 
in capacity. They are unfamiliar in that they have existence only 
in the firm’s accounting set-up, offering information as to which capa- 


15 Though increasing marginal cost can be handled if ‘runs’ of production 
at different (constant) marginal costs, but successively increasing, can be re- 


garded as different activities. ey 
16 Special solution methods have been developed when the objective func- 


tion is quadratic. ; 
17 They are yielded by the so-called “dual” problem to any linear program- 


ming allocation problem. 
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city it might, in the long-run, be best to expand.’* Thus where a 
capacity is underutilised, its ‘ price,’ as one would expect, comes out 
zero. 

The complete imputation of total net revenues to the scarce 
(capacity) factors is maintained in analogy with the conventional case. 
This complete imputation implies that where a process is used, there 
is zero profit, the used scarce factors receiving the net income; where 
a process is not used, total imputed factor costs would exceed net 
revenue, to yield negative profits. All this is analogous to the com- 
petitive theory of the firm, wherein ‘ good’ stands in place of “ process.’ 

These facts can be used to solve for the optimal programme from 
‘the other end,’ as it were—maximisation of net profit is replaced by 
minimisation of total imputed cost to scarce factors, and capacity 
constraints are replaced by constraints involving the net revenues of 
activities and imputed price payments to the scarce factors. 


VI 


We shall now turn to the main strength of linear programming. We 
ask the question: which approach to the firm’s problem is the most 
‘ realistic’? 

To put our answer to this question at the beginning, it is that it 
depends on the field of production envisaged. The conventional 
marginal analysis involves, with its increments of factors, constant 
changes of the production process. This is realistic, in fact, in some 
forms of industry and agriculture. In terms of activity analysis, this 
situation would be represented by an infinite number of activities 
each used to infinitesimal extents, during which a process remained 
constant. This is hardly reasonable either conceptually or computa- 
tionally. We used the idea to a small extent, in dealing with rising 
marginal cost, as explained earlier. 

The standard form for a linear programming application arises 
when the number of processes, each characterised by a constant struc- 
ture of inputs and outputs invariable to changes in scale, is relatively 
small. Such situations are rather likely to occur in manufacturing 
industry, where machine installations may well require fairly con- 
stant inputs of labour, raw materials, and maintenance, as a propor- 
tion of output. That is to say a manufacturing firm often has to decide 
not whether to use a little more or a little less labour, but one machine 
installation or another. \ 


'* In an economy-wide application, where capacities are national factor 
limitations, the prices yielded for such factors would be similar to competi- 
tive equilibrium market prices. 
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But if we were to allow ourselves to make the crude generalisation 
that monopolistic tendencies, and scale economies, are greater in manu- 
facturing industry than in agriculture, we are in something of a di- 
lemma because linearity in the profit maximisation function implies 
that prices of factors and products do not vary with output. 

It is interesting to note, however, firms’ present willingness to em- 
ploy economists and others on programming applications (often called 
“operations research ’); it was rare indeed for firms to pay economists 


to use their marginal methods of determination of optimum outputs 
and the like. 


VI 


After this survey of linear programming and its relation to some 
conventional economic theory, we can turn to our opening questions: 
Is it (a) desirable (b) possible, to introduce the topic into general 
economics courses? Or should it remain confined to courses on 
mathematical economics? 

We should argue that it is desirable for two reasons. In the first 
place, we hope to have shown that linear programming, at least, has 
something to offer in complement to the conventional approach, both 
having their defects. But further, our general economics courses do 
tend to be geared to manufacturing industry, as evidenced by the 
majority of examples used, and by the fact that agricultural economics 
is virtually a separate profession, surprisingly detached (journals, con- 
ferences, etc.) from the main body of general economists. This lends 
support to the case for linear programming, for we have seen that, 
prima facie, it is better adapted to industrial cases. 

The second reason why it seems desirable is vocational. To the 
extent that economics courses are intended to be vocational, it would 
seem useful to include an introduction to linear programming. 

Given a certain amount of desirability, is it at all feasible to intro- 
duce linear programming into general courses, having in mind the lack 
of receptiveness by general economics students of mathematical ideas? 
It can be said straightaway that it would be quite useless to attempt 
to teach the method of performing Simplex calculations. 

It is here that we require our assumption that something useful 
can be said about the subject—for example, the type of economic 
situations that can be handled without teaching the details of solu- 
tion methods.'® It might be argued that the situations which can 
be handled are conditioned by possibilities of solution. The connec- 
tion is indeed intimate, but we would suggest that one need go only 


19 We could, likewise. escape explaining the complications of the dual, by 
merely stating the kind of prices the linear programming approach yields. 


t 
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a little way into solution methods in order to give an outline of pro- 
gramming’s potentialities. The short way that one must go is an 
explanation why only Jinear problems can be easily and generally 
handled. 

This can be done, as we have attempted to do it here, with a dia- 
gram which is simply a different version of the familiar national pro- 
duction possibility curve (guns or butter) often appearing in the early 
part of an elementary course?®. The difference consists simply in a 
transfer from national resource constraints to a firm’s capacity re- 
straints, and from a curved transformation line to one of straight-line 
segments. This is sufficient without recourse to further arithmetic 
and algebra, to impart the importance of solution limitations. 


Two other arguments might be brought against this suggested 
dichotomy between the set-up and potentialities of linear program- 
ming, and solution methods. Firstly it might be argued that the whole 
matter is ‘ basically mathematical’ and cannot be appreciated without 
acquaintance with the relevant mathematical ideas. This is hardly 
an argument when we endeavour (and succeed) in imparting some- 
thing of the marginal analysis to those with no knowledge of the. 
infinitesimal calculus. 

Secondly, it might be counter-argued from the vocational point 
of view, that economists with a smattering of linear programming, but 
no knowledge of solution techniques, would be of little use to firms. 
This is not a substantial argument, for there are likely to be machines 
and technicians present precisely to handle computational problems. 
(Just as Universities are tending to set up computer units with special- 
ist operators.) Those specialised in computor methods are unlikely 
to appreciate the economic content of problems and solutions; ** the 
economist (not knowledgeable about computation) and the mathemati- 
cian are thus complementary, not competitive, inputs for a firm. 

It is felt that a nontechnical account of programming is possible, 
mainly explaining the types of economic problems which can be 
treated. It is hoped that this paper, which has been written, albeit 
imperfectly, in this spirit, may go a little way in showing that this 
is possible. 

DouGLas DOSSER. 
University of Edinburgh 


20 In a Samuelson-type course, for example. 

71 As Daniel Ellsberg says, in his summing up of the Operations Research 
Symposium in Review of Economics and Statistics: ‘His (the economist’s) 
talents lie particularly in the field of the “criterion problem” . . ‘Though he 
Sarno prescribe, he can clarify, analyse, and express the ultimate goals of 
policy. 
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THE relationship between trade unions and the State is seldom dis- 
cussed nowadays by political theorists. Well into the 1930s the 
lessons of the General Strike were still being analysed and debated 
on the level of fundamental political thought.! Since then the dis- 
cussion has been side-tracked. There have been important practical 
developments, the greatest being the consolidation of the trade unions 
as a power in the land. But there has been no parallel consolidation 
of trade union law, nor has there been any corresponding develop- 
ment of the political theory of associations. Here as in other respects 
the pluralist society we are learning to work is a strictly tacit pheno- 
menon, lighted only by the glow-worm points of innumerable cases 
and case studies. The failure to consolidate trade union law has 
probably a quite simple explanation, namely that parliament and the 
courts alike are minded to leave well alone and to refrain from de- 
fining matters which are best left inarticulate. If this is true, and if 
the relations between trade unions and the courts are to continue in- 
definitely to be expressed by a series of statutory negations, it is time 
to break the long silence of political philosophy. Mere description 
is not enough. There must be some attempt to discuss the rights 
and wrongs of the relationship, and to evaluate the issues raised by 
new kinds of conflict in terms of some consistent system of principles. 
Or if in the present state of the language such an operation is too am- 
bitious, the philosopher might at least indicate why silence is best, 
how for example some relationships are intrinsically altered by legal 
definition. It is the object of this paper to attempt this more limited 
task, beginning with a review of the State-trade union relationship as 
reflected in the two principal High Court judgments of the half- 
century. 

The mirror of the courts gives a somewhat distorted reflection, 
Professor Kahn-Freund suggests: legal principles usually come into 
play only when things go wrong.* This is no doubt true of each case 
taken individually. but the general run of cases shows that things 
have been going very well for the trade union movement as a whole. 
The courts are a primary source of evidence of the massive advance 
of the trade unions in power and influence. The attitude of the law 


1Cf. W. Milne-Bailey, Trade Unions and the State, 1934. . 
20. Kahn-Freund, is A. Flanders & H. Clegg, Industrial Relations in 
Great Britain, p. 43. 
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towards trade union combination has changed decisively since the 
first World War from resistance to acceptance. It is a change still 
insufficiently understood by trade unionists. They have never ex- 
pected, says Professor Cole, to be fairly treated, and when the un- 
expected happens, can hardly recognise it for what it is.* He himself 
finds it hard to give the lawyers their due. The legal mind, he says, 
‘treats trade unions as prima facie unlawful, if not positively 
criminal . . . Statutes conferring rights on trade unions the legal mind 
tends to construe as narrowly as possible . . . If in spite of this trade 
unions have managed to attain to a satisfactory legal status, that is 
not the lawyer’s doing.’* This is certainly true of the legal mind as 
exemplified in the well-known controversial judgments of the 1930s. 
But it is not true of the period since 1920: the legal mind, as exempli- 
fied in the judgments described below, is vastly more prepared to 
come to terms with trade unionism than it was in the world before 
the wars. 

In the nineteenth century and up till 1913 it was parliament which 
extended bit by bit* the limits within which trade unions might 
legitimately operate, and it was the courts which set to with patient 
determination to whittle away the immunities guaranteed by statute. 
As a result, it has been observed ‘the history of the law of strikes 
between 1825 and the first world war is accentuated by a series of 
dramatic conflicts between parliament and the courts.’°® The struggle 
over the Osborne case was the last episode of the kind.” The battle 
over trade union immunities went on, but the courts contracted out of 
it after 1913, and from then onwards it was fought exclusively in 
parliament as far as the legal aspects of the struggle are concerned. 
The General Strike of 1926 was followed by the Trade Disputes Act 
of 1927, and that Act was expunged from the Statute Book by a 
simple Act of Repeal in 1946. Since then the general disposition to 
leave well alone has pervaded both major parties. 

This process of parliamentary mate and checkmate formally re- 
stores the position as in 1913. But the substantial legal position has 
greatly altered, as is evidenced in the trend of House of Lords and 
Court of Appeal decisions. Emphatic notice of the change was 
served in 1941 by the important Crofters case.* The broad issue was 


3G. D. H. Cole, Introduction to Trade Unionism (1953), pp. 207. 

4 Tbid., pp. 175-6. 

5 Tn 1824-5, 1871-6, 1906 and 1913. 

® Kahn-Freund, op.cit., pp. 103. 

7Osborne v. Amalgamated Society of Railway Servants (1910) A.C. 87, 
which rendered illegal political levies by trade unions on their members, was 
reversed by the Trade Union Act of 1913. 

8iCrofters Hand Woven Harris Tweed Co. Ltd., and Others v Veitch and 
Another (1942) A.C. 435. 
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how far a trade union is entitled to go in bringing pressure to bear 
on third parties to any negotiation or dispute in which the union is 
concerned. On the facts of this case the union had gone pretty far. 
The Transport and General Workers’ Union is strong on the Island of 
Lewis and Harris. It organises both the spinners in the island yarn- 
Spinning mills and the dockers at Stornoway, the main port in the 
island. The union, acting through its Scottish area secretary and its Stor- 
noway branch secretary,* was negotiating for an increased wage and an 
agreement that only members of the union would be employed in the 
spinning mills. The millowners claimed to be unable to meet these de- 
mands so long as they were subjected to the competition of yarn spun 
on the mainland, and imported by various small producers of tweed 
cloth.*® So the union took action against the latter by imposing an 
embargo on the importation of yarn and of tweed woven from im- 
ported yarn. The behaviour of the Scottish area secretary of the union 
was highly injudicious. (It should be remembered that important 
appeal cases like this show up trade unions, as they show up other 
bodies, in their less admirable aspects.) He took the millowners’ 
word for it that the mainland competition was ‘ unfair’: several of 
the Judges, reviewing the facts, found that the information he acted 
on was false.'' The area secretary was also responsible for a highly 
inaccurate presentation of the general facts of the case in a letter to 
the central office of the union explaining the action he was taking.’” 
But these matters, while receiving severe censure, were regarded as 
irrelevant to the issue. It was pointed out by Lord Porter ’* that the 
area organiser had acted in the sincere belief that the embargo was 
justified and without malice towards its victims, with whom he was 
personally unacquainted. The unanimous judgment of the court was 


9 As a result of the Trades Disputes Act 1906 the action had to be brought, 
not against the union, but against the two officials as individuals. _ 

10 Cloth hand-woven on the island out of island-spun yarn carried the trade 
mark of the Harris Tweed association, known locally as ‘the stamp.’ Cloth 
made out of mainland yarn could not carry the stamp—though it could be 
sold as Harris tweed as having been woven on the island. 

11 (1942) A.C. 435, 454. : : 

12 [bid. The letter is described by Viscount Maugham as ‘so extravagant, 
abusive, and inaccurate in its terms that I find it difficult to understand how 
it can have been written with a legitimate purpose. It was a carefully con- 
sidered document, composed between January 14 and February 3 (1938). It 
suggested untruly that the appellants were evading the stamp, deceiving the 
public, ruining the industry .. . that they were get-rich-quick merchants, 
who cared nothing about the distress in the islands . . . an “unscrupulous 
lot” who were importing “blackleg yarn.” There was nothing said in the 
letter about the “deal” with the millowners. Indeed, it was asserted (in- 
accurately) that in the mills they already had 100 per cent. ore 
The document was completely misleading, and in fact, it misled the genera 
council of the union when it was read on March 8, 1938’. 

13 (1942) A.C. 435, 486. 
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that since the real purpose of the embargo was to benefit the em- 
ployees who were members of the union, the fact that it inflicted 
damages upon the island importers of yarn did not make it an unlaw- 
ful conspiracy which was actionable at law. 

This judgment might be regarded as simply belated justice, apply- 
ing to trade unions a rule of law which had hitherto operated 
exclusively in favour of employers.'* But that is precisely the point. 
The Crofters case is one of the two most important cases in recent 
years in the entire field of industrial relations just because it expresses 
unequivocally and without reservation the recognition by the courts 
that the principles which regulate the conduct of competing econo- 
mic undertakings apply without discrimination to trade unions. The 
unions have been admitted to the Oligopolies’ Club. The ‘closed 
shop’ is quite as legitimate as the price-fixing ring. The case had 
been granted in principle almost twenty years before,’> when a member 
of a breakaway union, deprived of his livelihood by a rigid closed 
shop agreement between the Shipping Federation and the National 
Sailors’ and Firemen’s Union, failed in his action against those re- 
sponsible for operating the agreement. But in that case there were. 
limiting circumstances,’® and it was not till the House of Lords dealt 
with the Crofters case that the principle was fully developed and ap- 
plied. The Lord Chancellor, Lord Simon, was quite definite in his 
judgment: 

“The predominant object of the respondents (i.e. the union 
officials) in getting the embargo imposed was to benefit their trade 
union members by preventing undercutting and unregulated com- 
petition, and so helping the economic stability of the island in- 
dustry. The result they aimed at achieving was to create a better 
basis for collective bargaining, and thus indirectly to improve wage 
prospects. A combination with such an object is not unlawful, 
because the object is the promotion of the legitimate interests of 
the combiners, and because the damage necessarily inflicted on the 
appellants (i.e. the yarn-importing weavers) is not inflicted by 
criminal or tortious means and is not “the real purpose” of the 
combination.’ *” 


14 In Mogul S.S. Co. v McGregor, Gow & Co. (1892) A.C. 25, an attempt 
by a shipping cartel to drive outsiders out of business had been held to be 
a lawful form of competition. An apparently similar trade union case in 
Dublin in 1901, Quinn v Leatham (1901) A.C. 495, in which the local 
butchers’ assistants’ union forced a master butcher to dismiss his non-unionist 
A Soke by trade union pressure against a customer of his, was decided against 
the union. 

15 Reynolds v Shipping Federation (1924) 1 Ch. 28. 

16 y Kahn-Freund, op. cit., p. 118. 

17 (1942) A.C. 435, 447. 
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Lord Wright’s judgment in the same case is likely to become a 
locus classicus of trade union law. He took the opportunity of ana- 
lysing the law of conspiracy throughout and since the last century, 
and established the principles enunciated in this case as a logical 
development of earlier judicial statements of the rights of workers to 
combine. He begins by burying even deeper than before the old 
doctrine of ‘restraint on trade.’ The wrong alleged in this case, he 
Says, ‘cannot be merely that the appellants’ right to freedom in con- 
ducting their trade has been interfered with. That right is not ab- 
solute or unconditional. It is only a particular aspect of the citizens’ 
right to personal freedom, and, like other aspects of that right, is 
qualified by various legal limitations, either by statute or by com- 
mon law. Such limitations are inevitable in organised societies, 
where the rights of individuals may clash. In commercial affairs each 
trader’s rights are qualified by the rights of others to compete. Where 
the rights of labour are concerned, the rights of the employer are con- 
ditioned by the rights of the men to give or withhold their services. 
The right of workmen to strike is an essential element in the principle 
of collective bargaining.’ '* 

‘In 1851 ’ (Lord Wright went on) ‘...in Reg. v Rowlands (1851) 17 
Q.B. 671, 683 . . . Erle J. directed the jury: ‘The law is clear, that 
workmen have a right to combine for their own protection, and to 
obtain such wages as they choose to agree to demand.” . . . He added 
that while the law allowed them to combine for the purpose of ob- 
taining a lawful benefit for themselves it gave no sanction to com- 
binations which had for their immediate purpose the hurt of another. 
I attach great value to that clear and simple statement, which has not 
been superseded, but has been confirmed by the more elaborate later 
discussions. It is clear that this right of workmen cannot be gener- 
ally exercised without interfering with the employers’ free conduct 
of their own business...” ‘It is thus clear’ (Lord Wright con- 
cluded) ‘that the employers of workmen, or those who like the ap- 
pellants depend in part on the services of workmen, have in the 
conduct of their affairs to reckon with this freedom of the men and to 
realise that the exercise of the men’s rights may involve some limita- 
tions on their own freedom in the management of the business. Such 
interference with a person’s business, so long as the limitations en- 
forced by law are not contravened, involves no legal wrong against 
the person. In the present case the respondents are sued for imposing 
the “embargo,” which corresponds to calling out the men on strike. 


18 (1942) A.C. 435, 463. 
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The dockers were free to refuse to handle the appellants’ goods. In 
refusing to handle the goods, they did not commit any breach of con- 
tract with any one. They were merely exercising their own rights.’ *° 

Lord Wright, proceeding to make the main point of the case, namely 
that there was no wrongful injury since the union was activated by 
self-interest,?° observes that the law requires no very high standard 
of conduct. ‘The common law of England might have adopted a 
different criterion, and one more consistent with the standpoint of a 
man who refuses to benefit himself at the cost of harming another. 
However, we live in a competitive or acquisitive society, and the 
English common law may have felt that it was beyond its power to 
fix by any but the crudest distinction the metes and bounds which 
divide the rightful from the wrongful use of the actor’s own 
freedom(.....7°?* 

The trade union embargo was never in fact re-imposed.?? The 
point of the case is purely legal. However dubious the methods of 
the union it was within the law, just as the strong-arm methods of 
powerful commercial combines are within the law. But suppose the 
trade union had broken the law, in that while pressing their own 
interest they had used unlawful means? Suppose that it turned 
out that having so broken the law the trade unions were immune 
from the liabilities and penalties normally imposed for such law- 
breakings, so that they enjoyed not only the ordinary freedoms of 
commercial undertakings but also additional freedoms exclusive to 
themselves? And suppose further that these freedoms were to be 
used in such a way to bring serious economic injury to defenceless 
individuals? These suppositions yield a species of behaviour, 
peculiar to trade unions, which can be at one and at the same time 
immoral, unlawful and unpunishable. There are few actual examples 
of such behaviour in the records. These freedoms have seldom (it 
appears) been exploited in practice. But they provide the matter of 
what is undoubtedly the most important and most revealing trade 
union case to be brought to appeal since 1941—the case of Bonsor v. 
Musicians’ Union.?* 


The great trade! union cases in the early part of the century were 
concerned with the public life of the trade unions, and particularly 
with their powers and liabilities in relation to third parties or outside 


19 (1942) A.C. 435, 464-5. 
_7° And since, as we have just seen, the means employed were neither 
criminal nor civilly wrongful. 
®1 (1942) A.C. 435, 472. 
*?I am indebted to Mr. James Shaw Grant, Editor of the Stornoway 
Gazette, for information about later developments in the Crofters Case, 
23 (1945) Ch. 49; (1956) A.C. 104. 
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bodies generally. The Bonsor case is concerned with the domestic 
or internal] relations of the trade union, and the matter in dispute 
illustrates dramatically the general shift in the balance of industrial 
power. In the early nineteenth century the individual worker was 
practically powerless in relation to the employer. So he joined with 
his fellow-workers in trade unions and eventually established a 
measure of control over his conditions of employment. Now the in- 
dividual worker is practically powerless in relation to his own trade 
union, particularly where the union has established a monopoly of the 
supply of the type of labour it organises. This sets the courts an 
acute problem. In the nineteenth century the common law failed to 
give protection to the individual employee against the superior power 
of the employer. This failure, says Professor Kahn-Freund, was its 
misfortune and tragedy.** What is the present attitude of the courts 
to the plight of an individual employee and trade unionist in need of 
protection from the superior power of the trade union? 


There has hitherto been no very clear answer to the question. 
Broadly speaking trade union autonomy in the management of its 
own affairs is fundamental to English law. It derives partly (Professor 
Kahn-Freund goes on) from the general rules governing associations 
corporate and ‘unincorporated’ and partly from the express pro- 
visions of the Trade Union Act of 1871. The latter makes it impos- 
sible ‘directly’ to enforce in a court of law the rights and duties 
which arise from the contractual relation between a trade union and 
its members. However, there has been some considerable qualifi- 
cation of this rule in subsequent decided cases. Thus in Amalgamated 
Society of Carpenters and Joiners v Braithwaite *° it was laid down 
by the House of Lords that an expelled member of a trade union 
appealing in the courts against his expulsion was only ‘indirectly’ 
enforcing his contract with the union, so that the Trade Union Act 
of 1871 no longer bars court proceedings. A further step was taken 
in Lee v Showmen’s Guild of Great Britain.°® Previously it had 


24 Q, Kahn-Freund, ‘Some Recent Developments in English Labour Law,’ 
in Rivista di Diritto del Lavoro, 1 pv. 435 (Bologna 1953). 

25 (1922) 2 A.C. 440. soa 

26 (1952) 2 Q.B. 329. The plaintiff Lee had been expelled from the Guild 
because he had secured for himself a fair-ground site in a manner judged by 
the relevant committee of the Guild to be contrary to one of its rules which 
said that no member ‘shall indulge in unfair competition with regard to the 
renting, taking or letting of ground or position.’ The Court of Appeal af- 
firmed the decision of the first judge that the expulsion was void. They found 
that it was stretching the phrase ‘unfair competition’ beyond the bounds of 
ordinary meaning to apply it as the Guild committee had done. And in so 
finding they asserted the right of the courts to interpret the rules of trade 
unions and to review the findings of the domestic tribunals set up by trade 


unions. 
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been left to the trade union to interpret and apply its own rules. But 
this case shows that the courts now regard themselves as entitled to 
the last word as to what the trade union rules and constitution mean. 


This was a trade union case in law only, for the Showmen’s Guild 
is a trade union of employers.?’ But it shows with admirable clarity 
how trade union law is coming closer to trade union reality. Pre- 
viously the courts had refrained from discussing questions of trade 
union internal discipline because they had been willing to treat trade 
union domestic tribunals on the same basis as the domestic tribunals 
of any other voluntary organisation. But now trade unions are 
sharply distinguished from other voluntary organisations, and the 
grounds for the distinction are expressed with clarity and force in 
the judgment of Denning L. J. in Lee’s case: 


‘In the case of social clubs the rules usually empower the com- 
mittee to expel a member who, in their opinion, has been guilty of 
conduct detrimental to the club, and this is a matter of opinion 
and nothing else. The courts have no wish to sit on appeal from 
their decisions on such a matter any more than from the decisions 
of a family conference. They have nothing to do with social rights 
and social duties. On any expulsion they will see that there is 
fair play. They will see that the man has notice of the charge 
and a reasonable opportunity of being heard. They will see that 
the committee observe the procedure laid down by the rules, but 
will not otherwise interfere .. .’ 


“It is very different with domestic tribunals which sit in judgment 
on the members of a trade or profession. They wield powers as 
great, if not greater, than any exercised by courts of law. They 
can deprive a man of his livelihood. They can ban him from the 
trade in which he has spent his life and which is the only trade 
he knows. They are usually empowered to do this for any breach 
of their rules, which, be it noted, are rules which they impose and 
which he has no real opportunity of accepting or rejecting. In 
theory their powers are based on contract. The man is supposed 
to have contracted to give them these great powers, but in practice 
he has no choice in the matter. If he is to engage in the trade, 
he has to submit to the rules promulgated by the committee. Is 
such a tribunal to be treated by these courts on the same footing 
as a social club? I say: “No.” A man’s right to work is just as 
important. if not more important, to him than his rights of property. 


_ 7? The definition of a trade union in the Act of 1871 comprises combina- 
tions of either employers or work people and ‘any combinations for imposing 
restrictive conditions in the conduct of any trade or business.’ 
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These courts intervene every day to protect rights of property. 

They must also intervene to protect the right to work.’ 8 

The case of Bonsor v Musicians’ Union is broadly similar to Lee’s 
case. But it raises much bigger issues. Bonsor was a musician who 
had for some years been a member of the Musicians’ Union, a ‘ closed 
shop.’ During 1948 he fell into arrears with his weekly union pay- 
ments and by the end of June 1949 he was 52 weeks behind. In July 
of that year the Liverpool branch secretary of the union struck him 
off the list of members. A few months later Bonsor asked to be re- 
instated so as to enable him to obtain employment as a musician. 
The branch secretary refused to do so except on immediate payment 
of all arrears and fines totalling £4, which Bonsor could not pay. 
The secretary also refused to let Bonsor pay that sum out of his first 
week’s wages in his expected new employment. Bonsor was con- 
sequently debarred from employment as a musician from that time on, 
and was reduced to casual labouring at £6 per week in place of the 
£10 and more per week he could have earned as a musician. In 
1953 he brought an action for a declaration of wrongful expulsion, for 
an injunction restraining the union from excluding him, and for 
damages and other relief. He was successful in obtaining the de- 
claration and the injunction. Upjohn J. found that the branch secre- 
tary had broken the rules of the union by failing to consult the branch 
committee. But the claim for damages was dismissed. The trade 
union was held to be immune from liability for the payment of damages. 

These findings, having been made a subject of appeal by the Musi- 
cians’ Union and of cross-appeal by Bonsor, were confirmed by the 
Court of Appeal, Denning L. J. dissenting from the refusal of damages. 
The other two judges * held that the Court of Appeal was bound to 
reject the claim for damages by a previous Court of Appeal Judgment 
in a precisely similar case,*° and the House of Lords later found that 
they were right in so holding. But if the Court of Appeal could not 
reverse a precedent established in the Court of Appeal, the House of 
Lords as the highest Appeal Tribunal might. In 1955 the case went 
up, in respect of the claim for damages, to the House of Lords, which 
allowed the appeal.*’ 


Thus justice was belatedly done. That is the immediate outcome 
of the case. It is a moderately satisfying conclusion. But what 


28 (1952) 2 Q.B. 329, 343. ; 

2° The Master of the Rolls and Jenkins L. J. : : 

30 Kelly v National Society of Operative Printers’ Assistants (1915) 31 
aR 6352: 

31 Present: Lord Morton of Henryton, Lord Porter, Lord MacDermott, 
Lord Keith of Avonholm and Lord Somervell of Harrow. 
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makes the Bonsor case so important and illuminating is not the judg- 
ment itself so much as the opportunity it provided for a comprehen- 
sive examination of the position of trade unions in relation to the 
State, the first of its kind since the early years of the century. Lord 
MacDermott’s discussion of the authorities in the House of Lords 
hearing of the case, confirming the slighter analyses of the Master of 
the Rolls and Jenkins L. J. in the Court of Appeal, is in fact the first 
exhaustive attempt to define the ground or ratio decidendi of the 
momentous Taff Vale case of 1903. Professor Goodhart suggests that 
questions which can be allowed to slumber for a half-century are of 
small practical importance.*? But the immediate practical implica- 
tions of the Taff Vale decision were negatived by the Trade Union 
Act of 1906: and the more fundamental issues left in abeyance are 
not such as the Courts can be expected to review every other day. 

A shrewder thrust is that while the recent discussion in the Court 
of Appeal and the House of Lords has given these questions a good 
airing it has done nothing to clarify them. This criticism, as sus- 
tained by Professor Lloyd ** and Mr. Wedderburn,” is strictly and 
technically true. The main constitutional point brought out by the 
Bonsor case is that the Courts are not prepared to undertake, or to 
encourage Parliament to undertake, any attempt to render the existing 
State-trade union relationship more explicit or less negative than it 
already is. 

But the critics are on less solid ground when they go on to suggest 
that this is a mere postponing of the inevitable, and that sooner or 
later the situation will have to be clarified by Parliament. Much the 
same thing was said fifty years ago. The principal commentators of 
the time regarded the Act of 1906 as a highly unsatisfactory piece 
of legislation, a mere stopgap. They included not only Dicey and 
Carson, who were furiously opposed to the whole settlement,°® and 
Maitland, who ought to have known better.*® but also those friends 
and allies of the unions, Sidney and Beatrice Webb. The Webbs 
criticise the governments and parliaments of 1906-13 for their im- 
plied reluctance to “concede to Trade Unionism its proper position in 


“2 In 70. Law Quarterly Review (1954) 332. 

** Dennis Lloyd: “Damages for Wrongful Expulsion from a Trade Union’ 
19 Modern Law Review (1956) 121-135. 

“1K. W. Wedderburn. ‘The Bonsor Affair: A Postscript’? 20 Modern Law 
Review (1957) 105-123. 

*5 yv Milne Bailey, op. cir., p. 212. 

*6yv Hazeltine et al (eds.), Maitland, Selected Essays, p. 237: * As to our 
national law, it has sound instincts, and muddles along with semi-personality 
and demi-semi-personality towards convenient conclusions. Still, I cannot 
think that Parliament’s timid treatment of the trade unions has been other 
than a warning...’ This suggests that Maitland was on the side of the Webbs. 
For a more characteristically prescient remark see below p. 22 note. 
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the government of industry, and effect the necessary fundamental amend- 
ment of the law.’*” But this expresses a strictly Webbian and collectivist 
outlook. The unions and the infant Labour Party would have none 
of it. They rejected in 1906 even the partial clarification of the law 
suggested by the Royal Commission of that time: they stood firm for 
the restoration of the position established by the Act of 1871 and 
nothing more: ‘and the most powerful government hitherto known 
was constrained, in spite of the protests of lawyers and employers, 
to pass into law the Trades Disputes Act of 1906.’°* The trade union 
immunities reaffirmed then and in 1913, and the principle of residual 
trade union autonomy on which those immunities rest, have remained 
broadly unimpaired ever since. It would be a bad mistake, given 
this historical context, to dismiss Lord MacDermott’s restatement of 
that principle as a last rearguard action against the advancing forces 
of progress and law reform. His speech might instead be regarded 
as reasserting the essential conditions governing relations between the 
courts and the unions—one such condition being that those relations 
should be left broadly undefined. 


The whole situation is of course extraordinarily confusing, partly 
bevcuse of the complexity of the issues involved, partly because of 
the opacity -* the language employed in these cases. 

On the face of it the Bonsor decision doesn’t preserve trade union 
immunity at all. It appears to make a considerable hole in the hither- 
to impregnable trade union front. The manifest content of the judg- 
ment, its obvious effect, is to deprive the unions of a morally quite 
unjustifiable immunity. But its Jatent content, its underlying effect, 
tends in the contrary direction. The effective point of the argument 
sustained by Lord MacDermott is that it deprives the unions of this 
particular shaming immunity while at the same time reasserting the 
general immunity of the unions from governmental or judicial con- 
trol. What made the case such a very hard nut to crack was the 
general assumption that the specific immunity. which as exploited by 
the Liverpool branch secretary so embarrassed the unions, could 
not be given up without sacrificing the general immunity. That as- 
sumption was common to all three of the speeches in the Court of 
Appeal. Denning L. J., who dissented from the refusal of that Court 
to award Bonsor damages, did so in the full conviction that it was 
time to end the general immunity. Jenkins L. J. and The Master 
of the Rolls, who regarded themselves as constrained to refuse Bon- 
sor damages, were swayed by the consideration that to do otherwise 


37 Webb, History of Trade Unionism (1920 edn.) p. 634. 
38 Webb, op. cit., p. 606. 
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would be to undermine the whole trade union position as established 
in 1871 and reaffirmed in the legislation of 1906 and 1913. 


The same difference of opinion on fundamentals appeared in the House 
of Lords hearing of the case. All five speeches came to the same opera- 
tional conclusion, that Bonsor should get damages, but they came to 
it by different paths. Lords Morton and Porter were of Denning L. J.’s 
mind; Lord Keith was indeterminate; and Lord MacDermott, fol- 
lowed by Lord Somervell, found a way of awarding damages for 
wrongful expulsion which did not bring into question the general 
immunity of the unions. The balance of argument is obviously nar- 
row. But since Lord MacDermott’s discussion was the most compre- 
hensive, the star performance of the hearing, it has been given priority 
by the commentators. Professor Lloyd allows himself to hope that 
in subsequent cases it will prove possible to follow the clear-cut 
opinion of Lords Morton and Porter, and so avoid the complications 
and difficulties which he sees arising from Lord MacDermott’s line of 
reasoning.*® But Professor Lloyd also concedes that the ground of 
the Bonsor decision as at present accepted is that put forward by 
Lord MacDermott.*° 


What was Lord MacDermott’s line of reasoning? Here we come 
up against the limitations of the English language as used by English 
men of law. The comparative simple language of trade union im- 
munity hitherto employed in this article is a translation from the 
special language of the courts. The fundamental issue of the Bonsor 
case becomes in that language the oldest and most disputed question 
in this much disputed field: the question of how the law should regard 
trade unions, what degree of corporate existence should be attributed 
by the law to the unions. Jn fact there is no dispute: the trade union is 
an organised body with a life of its own, able to make corporate de- 
cision and carry them out, consequently morally and practically re- 
sponsible for its actions. But what is a trade union in the eyes of 
the law? Are trade unions to be regarded as legal entities? Or, 
more precisely, did Parliament in passing the Act of 1871, intend to 
endow trade unions with corporate personality? And, since the 
courts have as their function the interpretation of statutes in terms of 
cases, did the notable Taff Vale Judgment interpret the Act of 1871 
as doing so? It may sound surprising that this question should have 
been left open by the Taff Vale discussion, since the general impres- 
sion among the lay public of political theorists and others is that 
this and nothing else was what the Taff Vale case was about. But 


°° Lloyd. op. cit., p. 130. 
SO Rbideupunles: 
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that is what seems to have happened. It appears that the main im- 
plicit axiom of English legal proceedings at the loftiest appellate level 
is never to decide today what can reasonably be put off till tomor- 
row “’—a sound policy in view of the profound social-political upsets 
which have accompanied the acceptance of the contrary axiom by less 
judicious nations. The question was touched on in a later case and 
partly answered in the affirmative: it was held in National Union of 
General and Municipal Workers v Gillian *? that trade unions being 
entities in fact should for certain purposes also be regarded as entities 
in law. This encourages Professor Lloyd to affirm that what he calls 
the current of authority initiated by the Taff Vale case is flowing to- 
wards the bestowal of legal corporateness on trade unions. But it 
was not until the Bonsor case that it became imperative to answer 
this question definitely. 


The decision against which Bonsor’s widow ** appealed to the House 
of Lords can now be set out in the language of the courts. It was 
that Bonsor had no cause for action for damages because the 
trade union was ‘merely an unincorporated society of individuals’ 
of which he formed part, with the result that the branch secretary, 
even in the act of expelling him, was acting as his agent: and a man 
cannot get damages against himself. The Court of Appeal was 
bound to come to this decision, because it was the decision ar- 
rived at in 1915 in the precisely similar Kelly case and because the 
Court was bound by its own precedents. But the House of Lords 
could and did review the whole situation. They had two possible 
ways of overturning the conclusion that Bonsor’s action must fail. 
One was to challenge the proposition that the trade union is an unin- 
corporated body, and to show that it is on the contrary a legal entity, 
distinct from its members, capable of entering into contracts and being 
held liable for breach of contract. The other is to accept the pro- 
position that the trade union is an unincorporated association, and 
to challenge the further proposition that such an association is incap- 
able of being held liable for damages for the wrongful actions of its 
officers. As we have seen their lordships were divided on the question 
of which path to take. Lord MacDermott, supported by Lord Somer- 
vell and, with qualifications, by Lord Keith, astonished the legal world 


41 cf, Professor Kahn-Freund: ‘ Quiefta non-movere i.e. not to change the 
law for the sake of a principle but only to remedy an evil which has appeared 
in practice is one of the cardinal maxims of British legislation.” (‘Some 
Recent Developments...’, Rivista di Diritto del Lavoro, 1. p. 431.) 

42 (196) K.B. 81. 

43 Bonsor had died in 1954. 
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by taking the second line.** His account of how an unincorporated 
association can be held liable for the wrongful action of its agents 
is likely to give much trouble to the courts in the future. This point 
is discussed at length in the articles by Professor Lloyd and Mr. 
Wedderburn quoted above. Here we are concerned only with the 
main juristic conclusion asserted by the Bonsor judgment. I quote the 
summary note in the Law Quarterly Review: ‘In the course of a full 
analysis of the authorities (Lord MacDermott) examined not only the 
principal judicial findings but also the relevant clauses of the Trade 
Union Act of 1871, the principal statutory authority, and concluded that 
the Act had given recognition to the registered union as an entity in fact, 
but that this offered ‘no sound ground for making the registered union 
a legai entity as well.’ It may be said, therefore (concludes the note- 
writer), that the question which has given rise to so much juristic 
dispute has now been finally and conclusively (in the sense that there 
can be no purpose in further discussion) answered in the negative.’ *° 

That is the situation as clarified and ratified by the Bonsor case. 
It is that the position established in 1871 still holds. That position 
was admirably stated in 1867 in the Statement on the Third Dissent 
to the Majority Report of the Royal Commission on Trade Unions 
(the work of Frederic Harrison): 

“A very serious question arises here as to whether legislation 
of a far more comprehensive character is not needed to place trade 
unions on a full legal footing: whether, in fact, a complete statute 
should not be enacted analogous to the provisions of the Friendly 
Societies Acts and the Joint Stock Companies Acts . . . by means of 
which uniform rules would be framed for the formation, management 
and dissolution of these associations and by which they should be 
enabled to sue and to be sued by their members, to recover from 


‘4 The ‘further proposition’ was demolished by Lord MacDermott as 
follows: ‘Was the Court of Appeal (in Kelly’s case) right in holding that the 
committee which expelled Mr. Kelly was, in so doing, acting as his agent? 
In the present case Denning L. J. answered that question thus: “I cannot” 
he said “understand this line of reasoning. I cannot understand how it 
can be said that the committee. when they were excluding Kelly. were acting 
as agents on his behalf. They were acting against him, not for him.” My 
Lords, I think this criticism is well founded and I agree with it. Expulsion 
from membership of a trade union stands, as a breach of contract. in a 
special category. It may be that a union committee or official, while investi- 
gating a complaint against a member, can be said to be acting on his behalf. 
We are now concerned with a later stage, with the act of expulsion, when 
what is being done is to thrust a party to the contract out of the combination 
on the ground that he is no longer entitled to any of the rights or privileges 
of membership. To say that is done on behalf of the person expelled seems 
to me an unwarranted extension of the agency and quite out of keeping with 
reality. For this reason J think Kelly’s case was wrongly decided . . .’ (1956) 
A.C. 104. 148-9. 
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members their contributions and fines, and be made liable to mem- 
bers for the benefits assured. We are inclined to believe that the 
time has not yet come, if it ever comes, for any such statute ... We 
are far from seeing any certainty that such an Act is even ultimately 
desirable. Trades unions are essentially clubs and not trading com- 
panies, and we think that the degree of regulation possible in the 
case of the latter is not possible in the case of the former. All 
questions of crime apart, the objects at which they aim, the rights 
which they claim, and the liabilities which they incur, are for the 
most part it seems to us, such as courts of law should neither enforce, 
nor modify, nor annul. They should rest entirely on consent.’ 


The whole social context of the trade unions today is vastly dif- 
ferent from that of the 1860s. The silent social revolution has swung 
the unions from their then state of weakness and unimportance into 
a position of massive strength and influence in the contemporary 
balance of public and private powers. But the assumptions devised 
to protect the weak in 1871 are still in use to assert the independence 
of the giants of 1959. It sounds incredible, particularly to those 
jurists, mostly continental-trained, who cannot get used to the English 
habit of making do. But that is the Bonsor solution. Note the ad- 
mirable choice of language of the note-writer in the Law Quarterly 
Review: ... ‘this question . . . has now been finally and conclusively 
(in the sense that there can be no purpose in further discussion) an- 
swered in the negative. The two commentators quoted above dis- 
agree. They use legal-technical arguments to show that the matter 
cannot be left there. But the real ground of decisions in these matters 
is not legal but social.*® 

Professor Phelps Brown discusses the matter in his new study of 
The Growth of British Industrial Relations.*’ He agrees on the 
whole with Professor Lloyd and Mr. Wedderburn. There are many 
points in the British system of industrial relations at which a code 
of law seems needed to define rights and repress abuses. He sees 
also some of the reasons why such a code has not been established. 
It is a task of great technical difficulty. The categories of the law 
are not applicable to spontaneous partial groupings in defence of 
particular common interests. Its sanctions are hard to apply to tens 
of thousands of men at once, and were they applicable would still 
create no willingness to work on terms regarded as unfair. It is 


46y Maitland Selected Essays, p. 200: ‘The one thing that it is safe to 
predict is that in England socialpolitische will take precedence of rechtswis- 
senschaftliche considerations.’ 

47 London, 1959: v. pp. 354-8. 
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on willingness that good industrial relations depend: if employers 
and employees are decent and reasonable there will be little trouble, 
and if they are not Acts of Parliament will not make them so. Hence 
the British tradition as we know it. Professor Phelps Brown looks 
rather to the newer British traditions in Australia and New Zealand, 
where there is compulsory arbitration. ‘For where power exists that can 
and sometimes, even though exceptionally, does hurt the community 
and gravely injure individuals, there is a domain for the rule of law.’ *° 


It is rather a pity that this particular study, the work of an excep- 
tionally gifted social and economic historian, could not have gone 
beyond the technical and general considerations just quoted to the 
deeper historical and social-political issues. Professor Phelps Brown 
does remark that ‘in the past, . . . where the law has borne an in- 
dustrial relations, as often as not it has made difficulties for the unions, 
who have concluded that the less it has to do with industrial relations 
the better: and the rest of the community has not disagreed persis- 
tently.’*° This is putting the matter rather mildly. The main finding to 
be derived from a close study of the history of trade unions and the law 
is that the unions are determined to maintain their independence of 
the State. ‘There can be no purpose in further discussion’ because 
the unions are resolved to avoid a systematic legal clarification and 
statutory formulation of their nature and powers and obligations. 
This seems to me to be as self-evident as any historical proposition 
can be. In this country, as Professor Kahn-Freund has pointed out, 
there is only one instance of the trade unions demanding the positive 
intervention of the law in their own affairs. That demand produced 
the Act of 1871.°° All other trade union legislation demanded by 
the unions has been negative in its intentions and effects: it has re- 
moved some rule of the common law—judge-made law—which the 
unions consider to be unjust and injurious to them: examples are the 
Acts of 1875, 1906 and 1913. It is a matter of great interest that 
the Bonsor decision, which manifestly qualifies the former absolute 
immunity of the unions in their domestic sphere, has provoked no 
hostile reaction on their part. It has in fact relieved them of a con- 
siderable source of embarrassment while maintaining their indepen- 
dence of court action in all residual matters. Note what would have 
happened if the House of Lords had done justice to Bonsor by de- 
claring the unions to be corporations. A trade union protest and 
demand for statutory restitution of the status quo ante would cer- 
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tainly have followed in the tradition of 1906 and 1913. And this 
would have led to a counter-demand, much stronger now than in the 
past, for a complete reform of the law of trade unions and of associa- 
tions in general. 

It is improbable that the judges, in making their decision, had these 
specific consequences in mind. But they are necessarily concerned 
with more general questions of changes in the balance of social power 
and in the status of the unions. The attitude of the courts is no 
longer one of hostility to the unions as in the Taff Vale period. Nor 
is it one of negative toleration as in the post-1920 minor judgments.** 
It is now (or so we may infer from the Bonsor decision) one of posi- 
tive acceptance of the trade union movement as an independent pillar 
of society, standing on its own ground and maintaining a relative 
autonomy, in the conduct of affairs of national importance, over 
against the political organisation of society. One may even guess 
at a certain judicial sympathy with the principle of trade union 
autonomy; deep calling unto deep. As Maitland has pointed out, the 
common law in England rests on the principle of an independent 
judiciary, and that independence is rooted not only in history and 
in national character but also in the solid social reality of the unin- 
corporate existence of the Inns of Court. And this suggests a further 
and more powerful reason why the Bonsor settlement as interpreted 
here is likely to stand for some considerable time—as long for ex- 
ample as did the decision in Kelly v Nat.S.O.P.A. 

The real extra-legal ground of the Bonsor decision is not simply 
the social fact of the determination of the unions to maintain their 
independence of the State (an independence which British trade union 
tradition identifies with the avoidance of systematic definition). No 
one outside the ranks of the unions is likely to find this argument 
very impressive. But underlying the attitude of the unions, and pro- 
viding a powerful independent support for it among all parties and 
groups, is a moral-political judgment: the judgment that democratic 
pluralism is a better and more effective method of social and political 
organisation than any form of centralism, democratic or other. As 
applied in the trade union field pluralism entails that economic and 
industrial authority should not be vested in a single central hierarchy 
of decision-making. Fundamental decisions should rather be the re- 
sultant of a continuous process of adjustment between government. 
public and private employers, and trade unions: between the political 
power and the countervailing powers which express the diverse 


°1 Walter Milne-Bailey writing in 1934 said: ‘The workers’ organisa- 
tions ... have passed through a period of the State’s open hostility into a 
period of puzzled and fearful toleration,’ op. cit., p. 383. 
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and often conflicting interests of our essentially pluralist industrial 
society.° I have discussed these propositions in a previous article.” 
The point of the present paper is that the pluralist position finds a 
massive support in the attitude of the British trade unions to the State, 
as expressed in their reactions to the series of major court decisions 
over the last century; and that pluralism in turn lends an equally 
powerful reciprocal support to the principle of trade union inde- 
pendence. 
J. A. MACK. 

University of Glasgow 


52 This entails a considerable and growing conflict within the trade unions, 
between the pluralism and autonomy which they assert in practice against 
the state and often against each other, and the centralised control and direc- 
tion of industry which they advocate in theory in their réle of Labour Party 
supporters. This conflict is well brought out in B. C. Roberts’ admirable 
Trade Unions in a Free Society (1958). 

53 J, A, Mack, ‘Pluralism Politics and Sociology,’ Scottish Journal of Politi- 
cal Economy, Vol. V. (1958), pp. 1-14. 


RADCLIFFE ON THE SCOTTISH BANKS 


THE Scottish banks claim a section to themselves (paras. 149-161) in 
the chapter of the Radcliffe Report devoted to private financial institu- 
tions. This is in contrast with the Macmillan Report; and indeed one 
would have to go back to the great nineteenth century enquiries into 
the banking system to find a similar emphasis on the individuality of 
the Scottish banks. Of course, as the Report makes clear, the simi- 
larities between Scottish and English banking are more important than 
the differences; if the Report concentrates on the latter it is because 
important sides of the banks’ activities had already been described in 
the previous section on the London clearing banks. The result is a 
useful account of the Scottish banks which, while not saying much 
that was previously unknown, does compress into a small space their 
main distinguishing features. 

The note-issue naturally starts the list of differentiating elements. 
Not much time is wasted on it and the most important point about it— 
its complicating effect on the reserve position of the banks—is given 
proper emphasis. Because of the note-issue, and the need to hold 
Bank of England notes as statutory cover, the cash reserve shown by 
a Scottish bank is not the same thing as that of the Clearing banks; 
and this is a major difficulty (though not the only one) in the applica- 
tion of any rule corresponding to the 8 per cent. required of the 
English banks. The Report notes that the ‘Scottish banks do not 
publish any statement on which a generalisation of their methods (in 
holding reserves) could be based’ (para. 152). One wonders why the 
Committee did not press for this information if it was thought to be 
important—as indeed it is for a full understanding of the Scottish 
position. 

The question of reserve ratios crops up again later when the Report 
looks at the sensitivity of the Scottish banks to pressure on their 
liquidity position. For here again the authorities cannot make the 
same assumptions about the reactions of the Scottish banks as about 
the English banks. Nothing like the English 30 per cent. ratio is 
recognised by the Scots; the Report speaks of evidence of there being 
some kind of minimum at around 26 per cent., but if this is so it is 
a very recent development—probably a reaction to the current em- 
phasis on 30 per cent.—for the past figures show no sign of it (the 
pre-war liquidity ratio was, according to annual balance sheets, around 
20-22 per cent.). A point that needs stressing, and which is not clearly 
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brought out in the Report, is that for purposes of monetary control 
any definition of the liquid asset ratios of Scottish banks must exclude 
that portion of cash holdings which constitutes cover for note-issue. 
This is not to say that such cash does not in some way fulfil a reserve 
function, but within the asset structure it is a passive element deter- 
mined by note-circulation (it can be regarded simply as part of 
currency in circulation), and hence it does not have the same determin- 
ing effect on the banker’s actions as an asset held in a definite pro- 
portional relation to liabilities. 


The Report has some interesting things to say about the attitudes 
of the Scottish banks towards their ‘ risk’ assets, advances and invest- 
ments. It finds that they are ‘more willing to acknowledge the long- 
term nature of some of their advances .. . ’, and that ‘ they have also 
committed themselves more deeply in their investment portfolios; 
these have formed a larger proportion of their total assets and they 
have been willing to hold longer bonds than some English banks 
would have thought suitable’ (para. 153). These are interesting facts. 
The lower proportion of short-dated bonds in Scottish banks’ port- 
folios (20-30 per cent. as against about 50 per cent. in the English 
case) makes them more vulnerable to the kind of liquidity effect of 
high interest rates (due to the forcing down of bond prices) which is 
given .considerable emphasis in the general policy discussion of the 
Report. The willingness to make longer advances is definitely “one 
up’ to the Scottish banks, by Radcliffe standards, since one of the 
Report's recommendations to the banks is that they should be pre- 
pared to move in this direction. 

I feel some doubt, however, when the Report connects both these 
facts—longer advances and comparatively larger portfolios—with the 
bigger savings element in Scottish deposits. The implication is that 
it is this that has made the Scottish banker more willing to go long. 
No doubt, the appreciable stability which a big savings element im- 
parts to deposits has had some conditioning influence but there have 
been other factors which may have had more active effects. For ex- 
ample, I should have thought that the willingness of Scottish bankers 
to recognise the longer term nature of some advances descends at 
least as strongly from the old cash-credit traditions. The cash-credit 
was not in any sense a long-term loan, but it did explicitly recognise 
the continuing character of the banker’s relation with his borrowing 
customer. As for the high investment holdings of the Scottish banks, 
I think there is much still to be elucidated here. It is, for example, 
misleading to regard the holding of bonds as ‘ going long’. For the 
nineteenth century banker (in this conservative sphere what he thought 
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and did still has explanatory relevance) a Consol was not a long-term 
asset since he could sell it at the drop of a hat; and, in fact, he re- 
garded his securities as part of his liguid reserve. At the same time. 
investments were—and still are—a residual item to be expanded and 
contracted according to the demand for advances. The high security 
holdings of the past are partly connected with the trend of the Scottish 
economy in relation to the level of activity in the country as a whole: 
the beginnings of this divergence may go back a long way. 


One of the most important general questions concerns the relation 
between the Scottish banks and the monetary authorities. This rela- 
tion is described in the Report as a ‘mixture of uniformity and 
particularity ’. In some measures, e.g. the control of advances in recent 
years, the Scottish banks have been subject to the same ‘ requests’ as 
the English banks; but owing to their special position in regard to 
liquid reserves they are not subject to the asset ratios which the 
English banks are expected to observe. The Report stresses in more 
than one place that there are sufficient differences in the Scottish posi- 
tion to merit their separate treatment: for example, in discussing the 
limitations of advances—under emergency conditions—by compelling 
the banks to observe an advance ratio, it is stated that it might not be 
appropriate to apply the same ratio to the English and Scottish banks 
(para. 527). The same considerations would apply if some kind of 
variable liquidity ratio was adopted. On the more general aspect of 
relations between the Scottish banks and the Bank of England, it is 
surprising to read (para. 362) that contacts between the two on policy 
matters are infrequent, and that the Scottish bankers were not called 
in either before or after the event, to discuss the implementations of 
the Chancellor’s requests for credit restriction. This seems to be 
carrying particularity rather far—or perhaps not far enough. In the 
light of the general position of the Scottish economy, both before and 
after 1955, was it right to leave the Scottish banker to infer that they 
should more or less follow the English banks in deciding how much 
restriction to apply? 


In the past. and with a pre-Radcliffe view of things, the absence of 
direct concern with the reactions of the Scottish banks to policy 
action could be justified on the grounds that, as a small dependent 
system, the level of their bank deposits was closely geared to English 
conditions. The Radcliffe Report, however, has called for a shift of 
emphasis in monetary thinking, from the level of deposits to the level 
of advances. In a sense this can be interpreted as implying a greater 
attention on the part of the authorities (so far as they accept the 
Radcliffe philosophy—a matter in some doubt) to Scottish banking 
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developments, since the connection between Scottish and English 
advances is a weaker one, cushioned as it is on both sides by layers 
of securities. But, to re-emphasise the point already made, this con- 
cern must work both ways. Without in any way entertaining large 
hopes of what might be achieved, I think that some regional dis- 
crimination in the application of restrictive credit policies is called 
for. Particularity, in other words, should extend beyond considera- 
tions of asset-structure. (Is this any more than has been done in the 
case of Northern Ireland?) 

The interest rates and charges of the Scottish banks present differ- 
ences from the English banks which the Report describes. It em- 
phasises that these rates and charges are uniform and the subject of 
a comprehensive agreement between the banks. This, and the fact of 
publication, certainly contrasts with the obscurity that surrounds 
much of the corresponding elements in English banking, but the 
practical difference that the Scottish rates agreement makes is pro- 
bably slight. Also, while one may accord full weight to the importance 
of price competition, it must be remembered that the consumer does 
attach some merit to prices that are announced and known to all: the 
apparent irrationality and arbitrariness of English banking charges, 
for example, are sources of irritation to banking customers. The 
interest rate structure of the Scottish banks, as the Report notes, 
shows a rather wider spread between lending and borrowing rates 
than that of the English banks. This gives rise to some differences of 
price for similar types of funds, between the two systems, and 
represents an element of ‘imperfection’ in the capital market. But 
this goes with a general subservience of the Scottish rates to the 
influence of Bank Rate—a subservience which, as the Report says, 
is a token of the fundamental unity of that market. The wider spread 
of the Scottish rates is a potential source of weakness in the Scottish 
position, but some recent moves such as the increase in current account 
charges and the further consolidation of the system have improved the 
prospects of its eventual rectification. 

Finally, the call of the Radcliffe Committee for more and better 
statistics has much relevance to the Scottish banks which, in this 
matter, compare so unfavourably with the by no means lofty standards 
of the English banks. It is interesting to learn, however, that the 
Scottish banks have in fact, since the Macmillan Report, been supply- 
ing monthly figures to the Bank of England; perhaps the blame for 
the non-publication of these is not wholly attributable to them. 


M. GASKIN. 
University of Glasgow. 


THE ECONOMICS OF EDUCATION: A COMMENT 


‘Were there no public institutions for education, no system, 
no science would be taught for which there was not some demand; 
or which the circumstances of the times did not render it either 
necessary, or convenient, or at least fashionable, to learn. A pri- 
vate teacher could never find his account in teaching, either an 
exploded and antiquated system of a science acknowledged to be 
useful, or a science universally believed to be a mere useless and 
pedantic heap of sophistry and nonsense. Such systems, such 
sciences, can subsist nowhere, but in those incorporated societies 
for education whose prosperity and revenue are in a great measure 
independent of their reputation, and altogether independent of their 
industry. Were there no public institutions for education, a gentle- 
man, after going through, with application and abilities, the most 
complete course of education which the circumstances of the times 
were supposed to afford, could not come into the world completely 
ignorant of every thing which is the common subject of conversa- 
tion among gentlemen and men of the world. 

There are no public institutions for the education of women, 
and there is accordingly nothing useless, absurd, or fantastical in 
the common course of their education. They are taught what 
their parents or guardians judge it necessary or useful for them 
to learn; and they are taught nothing else.’ 

—Adam Smith: The Wealth of Nations. 


Mr. J. Wiseman has argued that, in Britain, at the present time, 
a severe curtailment of government intervention in education is 
desirable. His arguments may be summarised as follows: 

1. A society which takes the freedom of the individual (or family) 
as a prime social aim is postulated. ‘In the economic sphere, this 
requires that individuals will be free in general to pursue their ends 
through a system of free exchange, with the functions of the state 
limited to providing the necessary legal background for enforcement 
of contracts etc., to the prevention of coercion, to other measures 
necessary to keep markets free, and so on.’ 

2. There are three broad groups of possible reasons for further 
state intervention in the field of education: 

1J. Wiseman, ‘The Economics of Education,’ Scottish Journal of Political 
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(a) Education is consumed by minors. But, he argues, parents 
may be trusted to take decisions on their behalf. 

(b) Imperfect competition may exist in the supply of education, and 
in particular there may be a problem of local monopolies. These 
imperfections, however, have now largely been overcome by the im- 
provements that have taken place in transport and communications. 

(c) There are social benefits in addition to the benefits obtained by 
the individual consumers of education, and if provision were simply 
left to market forces too little might be provided. However, this does 
not mean that the state needs to be responsible for all education i.e. 
state assistance is more desirable than state provision. Where the 
education provided is vocational then the benefits accrue to individuals 
only; the social benefit exceeds the private benefit only in the supply 
of basic minimum general education. (‘Some attention of govern- 
ment is necessary in order to prevent the almost entire corruption and 
degeneracy of the great body of the people’°—Adam Smith, op. cit.). 

3. Parents as a class are not unfitted to undertake the education of 
their children. The community’s interest in education justifies only 
(i) ‘ legislation to ensure that parents provide their children with facili- 
ties to obtain the maximum education, and (ii) subsidisation, to reflect 
the additional value of such education to the community as a group.’ 

The new system of education as visualised by Mr. Wiseman would 
consist of : 

1. General education facilities to be demanded and paid for by 
families and not purchased by the state and supplied free. 

2. ‘Education facilities would be provided by private institutions 
which could be profit-making or not at their own option.’ 

3. the role of the state would be confined to: 

(a) ‘ Legislation compelling education up to some minimum age.’ 

(b) ‘The provision of education “ vouchers” to parents with chil- 
dren of school age, to be “spent” by the parents at schools of their 
own selection.’ 

(c) ‘The maintenance of minimum standards. This would restrict 
the “spending” of vouchers to “ approved” establishments, but such 
approval would not entail detailed supervision of method or curri- 
culum.’ 

‘The prime argument in its favour is, of course, that it ought to 
result in a devotion of community resources to the provision of edu- 
cation that is a reflection both of parental wishes and of the common 
community interest in educating its citizens.’ 

Mr. Wiseman argues cogently and persuasively from his premises. 
We believe, however, that premises which have greater relevance to 
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the needs and aspirations of contemporary society could have been 
chosen. Mr. Wiseman, as the title of his article implied, did not 
limit himself to a consideration of economic aspects of education; 
political, sociological and ethical concepts were also introduced. First 
of all we will comment on Mr. Wiseman’s economics. 


The proposition that, if competition prevails, resources will be al- 
located to their best uses is based on deductive reasoning from highly 
abstract and unrealistic assumptions; it is not a proposition based 
on empirical evidence. In education there are a number of reasons 
why the provision of education services might not be controlled ade- 
quately by competitive market forces. Education is not a homo- 
geneous commodity. In consequence, a school which offers its ser- 
vices at relatively low fees is not necessarily offering better value than 
a high fee school. Nor, on the other hand, would high fees neces- 
sarily guarantee superior services. 


The introduction of competition into the provision of education 
would mean that the information available to parents to enable them 
to choose between schools would be both informative and persuasive. 
It is conceivable that the inferior schools would be more successful 
in using the arts of persuasion than the superior ones. This would 
prevent the optimum allocation of resources from being approached, 
let alone achieved. Competition operates, in theory, by the strong 
going from strength to strength and the weak being eliminated. But, 
in practice, the weak schools would probably remain in business, in 
spite of inadequate earnings, and problems of ‘unfair competition’ 
would arise Finally, in business, faulty raw materials increase costs 
and reduce profits. If education should be conducted on business lines, 
then pupils (the raw material of education) would be selected with the 
greatest care. The best way for a school to achieve good results and 
a reputation would be to select only bright boys and girls and allow 
the rest to go elsewhere. Under competition there would be a ten- 
dency for the better pupils to be accepted by the better schools (com- 
petition does not preclude selection) and the rest would find places 
in the indifferent ones. Presumably this process would also operate 
in the factor market—in the selection of staff. Where profit is im- 
portant (and it would surely be the mainspring of education if 
Mr. Wiseman’s recommendations were accepted), there would be little 
room for sentiment and a headmaster could not afford, if he wished 
to maintain the reputation of his school. to devote too much attention 
to working with inferior raw materials. This is a problem which 
would not readily be overcome by a system of inspection. The stan- 
dards used by inspectors tend to depend on circumstances and, if a 
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number of schools provided indifferent services, inspection standards 
would tend to be adjusted to accommodate them. 


Some schools, Mr. Wiseman suggests, would not aim to make pro- 
fit. This, admittedly, would leave room for sentiment and devotion 
to education for its own sake. But in these circumstances no general- 
isations may be made about the allocation of resources. 


Where competition is imperfect and the service provided must be 
purchased by all, there would appear to be a need for greater state 
intervention than Mr. Wiseman would permit. The problem of local 
monopolies caused by inadequate or unduly expensive transport ser- 
vices is mentioned by Mr. Wiseman but he would appear to under-rate 
their importance. However, the economic reasons for not depending to 
too great an extent on self-interest for the provision of education are 
possibly less important than the political, sociological and ethical ones 
which will now be considered. 

Political parties, churches, trade unions, employers associations etc. 
may be willing to permit private firms to supply cars, clothing and 
chemicals, but they would surely adopt a different attitude to the 
supply of education. If state provision were abolished then private 
provision would tend to be dominated by powerful organised sectors 
of the community. This probability was not considered by Mr. Wise- 
man. Without state provision of education the already blurred dis- 
tinction between education and propaganda would become even more 
blurred, and might eventually disappear. 

Other political problems would arise if Mr. Wiseman’s scheme were 
adopted. He desires to extend freedom by increasing the range of 
choice open to parents when they purchase education for their chil- 
dren. But would ‘freedom’ to spend money on this rather than that 
school really compensate for the loss of democratic control at present 
exercised by citizens over central and local government authorities? 
We doubt that it would. The extent to which consumers exercise 
control over many established businesses is severely limited, and 
representation on education authorities and school boards is an im- 
portant element of a democratic way of life. Implicit in Mr. Wise- 
man’s scheme is a belief that freedom to spend money is an adequate 
substitute for citizenship. 

Mr. Wiseman has the following to say about inequality. ‘It could 
be argued that the ability of parents to purchase education would 
imply a privileged position for the children of rich parents. The first 
thing to notice is that richer parents are ina privileged position in the 
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purchase of anything, whether for their children or themselves. Objec- 
tion to this general privilege is simply objection to the existing distri- 
bution of income, and the way to deal with this . . . must surely 
be by measures that affect relative incomes themselves rather than 
the ways in which people spend them.’ But education is not merely 
acommodity. It is also a means of personal advancement and power; 
it helps to create income and privilege, and, in consequence, educa- 
tion is of crucial importance in any society which desires a movement 
towards equality. There is a difference in kind and not merely in 


degree between the purchase of education and the purchase of pots 
and pans. 


One of the barriers to equality of opportunity in education at 
present is indifference or even hostility to education on the part of 
certain sections of the working-class. The declining proportion of 
working-class children at succeeding levels of education does not re- 
flect differences in intelligence, but social and economic differences.” 
A working-class cultural background is not conducive to high educa- 
tional attainment under a system dominated by middle- and upper- 
class values. Grammar schools, public and private schools tend to 
reflect and maintain these class differences. A completely private 
school system, as envisaged by Mr. Wiseman would merely intensify 
these presumably undesirable distinctions. It is unlikely that com- 
petition would reduce the separateness of public schools as Mr. Wise- 
man suggests. If parents were helped to send their children there, 
fees would tend to rise and their exclusiveness would be unimpaired. 


Mr. Wiseman distinguishes between general and vocational edu- 
cation and recommends that only the latter should be subsidised. 
The distinction is not valid. ‘General education’ in language etc. 
provides the basic skills of people in professional and administrative 
positions. It is just as much ‘vocational’ as wood-work and metal 


2 Grammar Schools, England and Wales: Intake of 1946. Percentage of 
Pupils Remaining Till the Sixth Form. 


Father’s Job Boys Girls 


Professional, mana- 


geria 47 4] 
Clerk 31 I] 
Manual: skilled 23 18 

semi-skilled 13 W 
Unskilled 7 6 


: Ministry of Education, Early Leaving, 1954, p. 38. ; 
wie table was Ppecuiced by Professor Michael P. Fogarty in his article 
‘The White-Collar Pay Structure in Britain, The Economic Journal, Vol. 
LXIX, No. 273, March 1959. 
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work. Why should we subsidise administrators but not plumbers or 
engineers? 

Mr. Wiseman’s basic assumption is that state provision of educa- 
tion inhibits economic freedom. If the assumption conforms with 
one’s attitude to the state then one has sympathy with Mr. Wiseman’s 
attempt to substitute private provision and state subsidies for existing 
arrangements. However if we assume the state provision of edu- 
cation, in a democratic society, goes some way towards promoting 
freedom and greater equality of opportunity, as we believe it does, 


then Mr. Wiseman’s ideas appear to be quite unrelated to contem- 
porary conditions. 


G. W. Horosin, R. L. SMYTH, 


University of Hull University College of 
North Staffordshire 


A REJOINDER 


THIS comment is concerned with reiteration rather than with new 
argument; Messrs. Horobin and Smyth seem to have misunderstood 
the nature of my argument, and in doing so have obscured the impor- 
tant issues of principle. 

It is misleading to describe the purpose of my article as being to 
argue ‘that, in Britain, at the present time, a severe curtailment of 
government intervention in education is desirable.’ Rather, my aim was 
to set out the implications of acceptance of the idea of parental freedom 
of choice in the provision of education, and to consider briefly how the 
British system of education would need to be changed in order to accord 
with that idea. I do not pretend that I am myself unsympathetic to 
greater parental freedom in this field, but my personal views are not 
central to the issue. 

The same choice postulate is common to much of our economic 
analysis, and I have little doubt that Messrs. Horobin and Smyth use 
it in their own teaching. It is possible, for example, to derive from 
the logic of choice broadly agreed conclusions about the effects of 
price control. But I should be surprised if Messrs. Horobin and 
Smyth believed it to follow that there should also be agreement about 
the policy use of such control. My article tries to apply the same 
set of ideas in a less usual context: that of a ‘ social service.’ Econo- 
mists generally seem unwilling to do this, for reasons that are not 
entirely clear. The fact that other, ‘ special,’ considerations may also 
be relevant to such services does not demonstrate that the logic of 
choice must inevitably be irrelevant. Further, these “social services’ 
are provided by a wide variety of means in different countries, in- 
volving a great diversity in the nature and extent of the inhibition of 
personal choices that is involved. In such circumstances, it is hard to 
see why the choice concept, which economists use to good effect in 
other contexts, should be discarded. Its value, here as elsewhere, is 
as a means of setting out the relevant considerations for policy de- 
cisions rather than in providing an unambiguous guide as to what policy 
should be. In this regard, it must also be pointed out that there is 
no need to concern oneself with some concept of a welfare (choice) 
‘ideal’ or ‘ optimum ’— a conception unnecessarily imported into the 
present discussion by Messrs. Horobin and Smyth—in order to dis- 
tinguish between a situation in which parents can make direct choices 
about education and situations in which they can not.’ 


1]t is also perhaps not completely necessary. or even useful, to know the 
views of Adam Smith. The quotation given by the authors from the Wealth 
of Nations would be more convincing were it not that almost any view of 
the functions of the state could be supported by suitably-chosen quotations 
from the same work. 

In anv case. Adam Smith had the first word on these matters. I see no 
reason to let him have the last—even in the Scottish Journal of Political 
Economy! ge 
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My major objection to Messrs. Horobin and Smyth, therefore, is 
that they blur the real issues by confusing propositions of logic and 
propositions about fact and/or about policy. There is no reason, of 
course, why anyone should not accept the logic of my own argument, 
and yet decide on the basis of it that they dislike the likely results 
of freedom of choice in education. Perhaps the most penetrating 
report on my paper when first delivered ended with the words: 
‘What the author has demonstrated is that we are authoritarians 
about education.” There is nothing unreasonable about such a posi- 
tion, but I would claim it as a virtue of my own exposition that it 
requires those who take it to recognise that they do so. Indeed, such a 
recognition is implicit in Messrs. Horobin and Smyth’s paper (though 
it is not clear that they are aware of it) and is more central to an un- 
derstanding of their objections to my own argument than any of the 
comments they make on fact or logic. Two illustrations will suffice : 

On page 72 they argue that private provision would encourage 
‘organised sectors’ to take over the supply of education. It is by no 
means clear that this would in fact be any easier, or more destructive 
of social cohesion, than it is with state supply. Evidence from other 
countries points in the opposite direction. But leave that aside. 
What is the nature of the objection to a diversity of interests offer- 
ing education facilities (subject to ability to meet the state’s minimum 
standards), if it is not objection to the consequences for the state 
of individual freedom in this field? 

On page 73 the issue is even clearer. Here, the authors argue 
that different social classes have different attitudes to education, and 
so would demand different amounts of it if free to choose. Again the 
evidence adduced is, to say the very least, inadequate for the inferences 
drawn. But it is the conclusion that matters: that the ‘system as 
envisaged by Mr. Wiseman would merely intensify these presumably 
undesirable distinctions.’ What does ‘ presumably undesirable ’ mean 
in this sentence, if not that the authors themselves dislike the implica- 
tions of free choice in education, and so are willing to be authori- 
tarian about it? There is no reason why they should not hold such 
a view: I would be happier if I could have felt that my article had 
made it clear to them that they did so. Cha fT 


London School of Economics, 


SCOTTISH FARMING PAST AND PRESENT 


THE lack of a standard text on the economic development of agricul- 
ture in Scotland has been recognised for many years as a serious 
deficiency in historical work in this country. The studies by Coulton, 
Grant, Hamilton and MacDonald before the war, and the works of 
Franklin, Gray, Haldane, Handley and Saunders in recent years, have 
all contributed towards our understanding of Scottish farming _his- 
tory, but no one has yet attempted a comprehensive account of the 
industry’s economic development. The recent book by J. A. Symon, 
Scottish Farming Past and Present,’ concentrates on the ‘ practical’ 
aspects of the subject. but it is the most serious attempt yet made to 
write a general history and its title inevitably prompts one to expect 
a book along the lines of Ernle’s classic, English Farming Past and 
Present. 

The teacher and student will find Mr. Symon’s work a valuable text 
in which good use is made of most of the important printed sources. 
The author, a retired official of the Department of Agriculture for 
Scotland, has been closely connected with Scottish farming for many 
years and writes lucidly about everything from early Celtic farming 
to modern agricultural practices. The book is virtually in two parts; 
the first part, of 285 pages, gives a chronological history of Scottish 
farming from pre-historic times till 1954: the second part, of 149 pages, 
consists of a series of chapters on various topics, including livestock, 
grassland, farm implements and the co-operative movement. The 
Highlands are discussed in two special chapters in the chronological 
part of the book, and there are very useful appendices, including a 
chronological list of books down to 1850 and a list of the principle 
Acts of Parliament affecting agriculture from 1214 to 1947. 

The limitations of the book arise partly from the initial decision 
to concentrate on the ‘ practical’ aspects of agricultural history and 
partly from the absence of any sustained attempt to fill some of the 
main gaps in our knowledge and understanding of the subject. 
General problems of social and economic development are rarely 
stated and never discussed in a systematic way, while the basic ap- 
proach has been to rearrange and rewrite the known history rather 
than to discover new evidence or reinterpret the old. 

For the economic historian Scottish agriculture during the period 
1600 to 1875 provides innumerable interesting problems, a wealth 
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of documents, and as yet, only a few convincing answers. A widely 
accepted view, supported by Mr. Symon, is that Scottish agriculture 
stagnated from the time of Bannockburn (1314) till the middle of the 
18th century. Although the work of Hamilton and others has shown 
that agricultural improvements began on some estates before 1745, 
the 17th century remains largely unexplored and is an obvious field 
for original work. Even that recurring phrase, the ‘seven ill years’ 
(1695-1702), has never been spelt out in a totally convincing way. 
The course of the agrarian revolution itself has been described often 
enough but rarely in a form that attempts to document and explain 
the process of economic change. And, astonishing though it may 
seem, economic studies of agriculture in the 19th century are almost 
as rare as of the 17th, though the material is very much more plenti- 
ful. Mr. Symon does devote two chapters to the years 1800 to 1874 
but both chapters are very short and do not attempt to tackle those 
general problems of economic growth and fluctuations which are 
posed by the history of the period. And what a period it was! 
Surely the story of agriculture in these years of industrialization, once 
it is told, will have a fascination as great as the improvers’ tales of 
the 18th century. No doubt the 1850’s were a ‘ golden age’. Why 
then so little time for its glory? 


It may be that an economist tends to be rather dazzled by the 
possibilities of quantifying agricultural development after 1790, but, 
even if one does not expect a Scottish rural Rostow, there are a few 
simple question on social and economic development that one might 
reasonably expect to be answered in a general history. Did the size 
of the agricultural population change, absolutely or relatively? Did 
its social composition alter? What happened to agricultural produc- 
tion, prices, and the distribution of income? Admittedly, much work 
remains to be done before authoritative answers to these and similar 
questions can be given. But spasmodic references to a few points on 
indices of economic change that are not yet constructed tend to pro- 
voke the feeling that a concentration on basic, detailed studies is still 
the way to an optimal allocation of scarce agricultural historians. 

Another point of criticism is, essentially, of the same genus for 
it also arises from the emphasis Mr. Symon has placed on the 
‘practical’ aspects of his subject. It was John Pinkerton, a Scot- 
tish historian, who wrote in 1797, that ‘the mass of the nation re- - 
mains in obscurity, even in enlightened ages’—a judgment on his- 
torians that is still largely true for Scotland if not for some other 
countries. For 200 years or more the largest social group in Scot- 
tish agriculture has been the farm workers, yet it has generally been 
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difficult to find in any book on Scottish history more than incidental 
comments on their conditions of work and role in rural society. The 
habit of personalising farming history has meant that the land- 
lords and farmers dominate the story while the great anonymous 
mass of people who have done the bulk of the work of transforming 
the countryside remain little more than a blurr in the background. 
The way to correct this lack of balance is not necessarily to ‘ aggre- 
gate’ the farmers and landlords (personalities usually make history 
more readable); the solution lies in studying and writing about the 
farm workers as a social group with its own history and its own unique 
role in the development of agriculture. Such an approach, what- 
ever its over-simplifications, brings the student of history much closer 
to reality than if he believes that the great agricultural improvements 
were the work of a handful of landlords and a few thousand tenant 
farmers. Mr. Symon’s book, although it contains one or two short 
passages describing the wages and way of life of farm servants at dif- 
ferent times, does not attempt to give an all-round picture of the 
social changes which the farm workers have experienced and have 
helped to bring about over the last 200 years or so. 

The elaboration, at some length, of these criticisms of Mr. Symon’s 
approach should not be allowed to obscure the debt owed to him by 
everyone interested in Scottish economic history. General surveys 
based on current knowledge, when they are as competently executed 
as this one, always help to reveal the next steps to be taken, even if 
they do not themselves attempt any major advance. Although Mr. 
Symon’s history is admittedly incomplete and may not quite match 
the tradition set by Ernle, it is likely to remain our most valuable 
general text for some time to come. The future need, as has been 
indicated earlier, will be for intensive studies of key periods, 
especially in the 17th and 19th centuries. Economists, geographers 
and agriculturalists, as well as historians, will have a part to play 
in this; indeed, it is a curious fact, and rather a sad comment on 
professional Scottish historians, that many of the recent books on the 
agricultural history of Scotland have been by authors who almost 
certainly consider their writing to be a hobby rather than part of 
their professional duty. It is only a slight exaggeration to add that, 
with the exception of a distinguished minority, Scottish historians 
have, in the past, tended to think of economics as rather a dirty word, 
and agriculture is not the only sector of the economy whose historical 
treatment has suffered as a result. With the recent establishment of 
three new chairs in economic history in Scottish universities, one is 
entitled to hope that a new wind is blowing and that we shall see, 
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over the next decades, a series of important contributions to our 
understanding of the development of Scotland’s industry and 
agriculture. 

GEORGE HOUSTON. 
University of Glasgow. 


CURRENT TOPICS 
THE THIRD STATISTICAL ACCOUNT OF SCOTLAND 


A PROGRESS REPORT 


To prepare and publish accounts of the 869 civil parishes of Scotland 
would have been a formidable task in itself. To attempt in addition 
the writing of accounts of her 33 Counties and her four Counties of 
Cities has meant work involving large numbers of people and serious 
problems of finance. The editors of the Old and New Accounts 
contented themselves with parish accounts only. If an adequate picture 
was to be given of the manner of life of the people of Scotland at the 
middle of the twentieth century, it was essential that there should be 
County Accounts. In the Cities parish boundaries had ceased to have 
much significance, so separate city volumes were planned. 

The Statistical Account Committee of the Scottish Council of Social 
Service approached their task with caution. To obtain experience on 
how the whole project might be accomplished pilot surveys were 
undertaken by the Universities of St. Andrews, Glasgow, Aberdeen 
and Edinburgh, which resulted in volumes being published by Oliver 
and Boyd for the Counties of Ayr, Fife and East Lothian and for the 
City of Aberdeen. The experience of preparing and publishing the 
four pilot volumes led to consultations with the Scottish Universities 
on how the project could be completed. The Scottish Council of 
Social Service through its Statistical Account Committee agreed to be 
responsible for the genera] administrative work necessary in making 
a plan for the writing and publishing of the Account; and in raising 
money to enable City Accounts to be written by the Universities. On 
the other hand, the Universities undertook the task of collecting and 
editing the Parish Accounts, writing County Accounts, and, if money 
was forthcoming, to prepare City Accounts. 

The Scottish Council of Social Service was successful in its 
approaches to the Town Councils of Glasgow, Edinburgh and Dundee, 
which in each case made substantial grants. It also made an appeal 
to County Councils and Town Councils for financial assistance towards 
the cost of publishing the County volumes, and this too was successful. 
While the Universities have proceeded with the heavy task of preparing 
the City Accounts, the collecting and editing of Parish Accounts and 
writing of County Accounts, the Statistical Account Committee in 
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co-operation with the University General Editors and Messrs. Wm. 
Collins Sons & Company Ltd. have worked out a plan of publication 
which envisages the publication of the whole Third Statistical Account 
of Scotland by 1963 in 28 volumes. If this plan can be carried out, 
it will be a considerable achievement. The first fruits of the plan were 
the publication during 1959 of the City of Glasgow volume and that 
for the County of Dunbarton. Early in 1960 the. Account of the 
County of Lanarkshire will appear, to be followed by those for Argyll 
and Aberdeenshire. There will be separate volumes for each City and 
for the majority of the Counties. In some cases the Accounts of two 
Counties will be combined in one volume. An example of this is 
Renfrew and Bute Counties, which have close affinities. 

In planning the publication of the Third Statistical Account of 
Scotland careful attention has been given to the format of the volumes 
and to the presentation of the material which they contain. Each 
volume will have line drawings, photographs and an end map. The 
aim is to produce scholarly and attractive volumes which will do credit 
to the Universities and to Scotland. 
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